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HEARINGS BEFORE A SPECIAL SUBCOMMITTER.ON MILITARY 
EXCHANGE MATTERS 


House or REepresENTATIVES, 
CoMMITEE ON ARMED SERVICES, 
SreciaL SuBCOMMITTEE FoR Servick ExcHances, 
Washington, D. C., Wednesday, April 3, 1957. 

The subcommittee met at 10 a. m.; Hon. Philip J. Philbin, chairman 
of the subcommittee, presiding. 

Mr. Putter. The hearing will come to order. 

The purpose of the hearings which open this morning is to consider 
a proposal by the military services to increase the list of items which 
are offered for sale in armed services exchanges. 

During 1956 an interservice committee was created to study the 
presently authorized list of merchandise, with the view of determin- 
ing whether or not some changes should be recommended. That in- 
terservice committee consisted of an Assistant Secretary of each of 
the military services, under the chairmanship of Hon. R. H. Fogler, 
who was then Assistant Secretary of the Navy. On September 4, 
1956, that committee submitted a letter to the chairman of the House 
Armed Services Committee and attached a list of its proposed 
changes. 

At that time the Congress was in adjournment and it was simply 
not feasible for the committee to take any action prior to the con- 
vening of the 1st session of the 85th Congress. It is also pertinent to 
note that representatives of the retail industry were not then aware 
of the changes which the military services were recommending. 
Chairman Vinson obviously felt that representatives of retail indus- 
try, as well as the membership of the committee, should be fully ad- 
vised of all of the aspects of this proposal before the Congress could 
properly take any action with reference to it. With these thoughts in 
mind, the chairman appointed this subcommittee on January 15, 1957. 

Coincident with the appointment of this subcommittee, the chair- 
man defined our jurisdiction rather explicitly. He stated, “and the 
jurisdiction of the subcommittee is confined to the subject matter set 
forth in Mr. Fogler’s letter.” Since its appointment the subcommit- 
tee has received some inquiries with reference to others items for re- 
sale in the service exchanges, and requests have been made to make 
inquiries into these other areas. However, as I have previously 
pointed out, the jurisdiction of this subcommittee is limited to a con- 
sideration of the proposal set forth in the letter of Assistant Secre- 
tary Fogler. 

It is my understanding that some representatives of retail indus- 
try feel that the military services have placed too broad an interpre- 
tation on certain portions of the regulations which resulted from our 
hearings on this same subject back in 1949. While our jurisdiction 
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maainoint so 
on the consideration of new items or classes of items is limited to the 
pending proposal of the armed services, I do not construe that limit- 
ing jurisdiction to preclude representatives of the retail industry from 
Pa out those areas where they feel that the military services 

ave placed tqgebroad an intepretation of the 1949 regulations. The 

subcommittee will welcome, I assure you, objective testimony on mat- 
ters of this nature and reach its conclusions as to a proper course 
of action after the hearings have been held. 

When we had this subject under consideration in 1949, we were 
concerned with the entire scope of the armed services exchange opera- 
tions as well as commissaries. Our hearings were extensive, and I 
firmly believe that our decisions were well justified. Of course, indus- 
try then thought that we had given the services too much, and the 
services thought that we had taken away too much. Perhaps it is fair 
to say that the final committee position, which was someplace in be- 
tween these opposing viewpoints, was well justified and represented a 
fair solution to what was a most difficult controversy. 

During the years which have intervened since the 1949 investiga- 
tion, the House Armed Services Committee has received a mere hand- 
ful of complaints about the operation of the armed services exchanges 
throughout the United States. I believe that to be the best evidence 
as to the soundness of our decisions in 1949. During this period the 
military services have not requested a single addition in the items of 
merchandise which are stocked and sold in service exchanges. The 
proposal which is now pending represents the first such request in 
about 7 years. Our stay of this matter in 1949 finally involved the 
consideration of more than 250 separate items or classes of items. The 
pending proposal involves only 23. So our problem at this time is a 
great deal less onerous than it was during the 1949 or 

I would like to make special mention of one development in con- 
nection with the pending proposal. During the 1949 inquiry, 
the feelings on either side of the contending forces became rather 
heated and it became necessary for the subcommittee to referee as well 
as to inquire. Feeling that inquiries of this nature should not be 
conducted under such circumstances, this subcommittee took the 
initiative to bring the representatives of the retail industry into con- 
ferences with representatives of the military services for the purpose 
of discussing the pending proposal and determining to what degree 
they might reach an amicable solution on the various items, The in- 
formation which I have received regarding the conferences which were 
held in February and March of this year is most gratifying to us as 
members of the committee. 

While we will develop the information for the record during the 
course of the testimony, I am advised that all segments of the retail 
industry which have expressed a sincere interest in the pending mat- 
ter were given an opportunity to participate in the conferences which 
were held. I am advised that the conferences proceeded without acri- 
mony in any degree. In my judgment this was a most significant 
development in relationships between our military services and repre- 
senatives of the retail industry. I know the members of this subcom- 
mittee join me in ny the hope that the conferences which 
have been held, have laid the groundwork for a continuing spirit. of 
cooperation which will permit all future problems of this nature to be 
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the subject of full and friendly discussion between the military and 
industry before being laid on our doorstep. | 

The subcommittee is advised that the position of the armed services 
will be presented this morning by the Honorable Stephen S. Jack- 
son, Deputy Assistant Secretary of Defense for Manpower and Per- 
sonnel, and Maj. Gen. Harlan Parks, Chief, Army-Air Force Ex- 
change Service. Upon the completion of their testimony, which we 
welcome, indeed, representatives of the retail industry will be heard. 
We have sought the guidance of the American Retail Federation and 
various retail associations in an attempt to schedule those industry 
representatives who want to testify. So I want to make it perfectly 
clear that if the representative of any substantial segment of the 
retail industry does not testify before the conclusion of these hearings 
it will not be because he has been overlooked or denied such an oppor- 
tunity by this subcommittee. We want these hearings to be representa- 
tive of the respective viewpoints of the armed services and the retail 
industry, and all of our actions have been guided by this desire. 

Now, Mr. Jackson, you may proceed with your statement. 

Mr. Jackson. Thank you, sir. 

I would like, if I may, to make a prefatory remark. First of all, 
to confirm what the chairman has said, that the results of the wisdom 
in suggesting that the armed services’ representatives and those of 
industry get together has been manifest in the development of a rela- 
tionship which I am sure is much improved over the last occasion 
when we had a hearing. I think it will continue on, and we are 
grateful that the committee has been responsible for developing this 
good, mutual relationship. 

Apropos of that, with respect to our meetings with the representa- 
tives of industry, there is only one area with respect to which we 
have been apprised that there is any intent to question the interpre- 
tation of the 49 items, and we are prepared to meet that. 

I would ask the committee’s indulgence, if there are other areas in 
which questions are brought up as to interpretation, that we be given 
an opportunity, as we have not been apprised of it, to submit our 
position on it. 

Mr. Purr. Oh, yes, you will certainly have the opportunity to 
present your views on any new proposal to be presented. 

Mr. Jackson. If I may, I will now present my formal statement. 

Mr. Chairman and gentleman, I appreciate the opportunity to 
appear before this committee in connection with the proposal to 
expand the list of items authorized for sale in armed services ex- 
changes. 

This proposal, let me emphasize strongly, does not represent sud- 
den decision. It results from careful and lengthy study, and relates 
directly to the real needs of our career service personnel and their 
families. The fact is, this request comes not so much from the De- 
fense Department as from the men and women of the Armed Forces, 
themselves—service people in whose daily lives the PX occupies a 
most prominent place. 

There is another acutely important aspect to this subject, one which 
bears directly on the question of how we get and keep quality career 
personnel to man today’s increasingly complex weapons and equip- 
ment. 
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This problem of retention of skilled personnel—and avoidance of 
enormous annual turnover costs—has become a central consideration 
in all Department of Defense personnel planning. We are keenly 
aware that upon its solution depends to a great extent the continued 
combat readiness of the Armed Forces. 

The well-being of service families is of major importance in the 
retention picture. The exchange benefit, long considered to be a sub- 
stantial factor in our retention capability, has most meaning to junior 
officers and career enlisted personnel. These are the real core of our 
armed strength and the very ones we are most anxious to retain in 
the service. 

As a result of increasing pressures from the military family level, 
and, to reflect the changing needs and the rising American standard 
of living since 1949, the three service Secretaries established an inter- 
service committee to consider expansion of the items authorized in 
exchanges. This committee requested field commanders in all serv- 
ices to submit their views on additional items for the authorized list. 
Based on their replies, a list of 67 items was prepared. 

All 67 items were screened by the triservice committee. From this 
screening, the list was reduced to 29 items and forwarded to the 3 
services Secretaries. 

The services conducted their own review of this list. They finally 
arrived at 23 items which, it was believed, could meet the main needs 
and desires of our service families. 

The proposal for additiona] authorized items for resale has been 
discussed with respresentatives of the national trade association at 
several meetings in the last few months. As a result, mutual agree- 
ment has been reached on all but 4 of the 23 items. These will be 
discussed in greater detail by the next witness. 

The armed services exchanges are designed to fill the functions of 
a neighborhood shopping center for service families at an installation. 

The need for them was recognized by the special subcommittee on 
resale activities of the House Armed Services Committee in 1949 and 
was reaffirmed by the subcommittee on defense activities of the House 
Armed Services Committee in 1953. 

For the exchanges to do an adequate job—for their contribution 
to work directly to the encouragement of stable, contented, and well- 
adjusted career forces—they must stock merchandise which meets the 
service family’s day-to-day needs. If they do this effectively they 
unquestionably provide a significant and highly desirable benefit to 
service families. 

A great deal has been written and said on the score of expenditures 
for the Military Establishment of this country. In the final analysis, 
a good deal of the discussion comes down to a question of how well 
and how wisely we provide for the legitimate needs and the ofttimes 
relatively simple wants of the man in uniform and his dependents. 

It costs us hundreds of millions of dollars annually to bring new 
manpower into a skilled and trained status to replace such manpower 
lost to civilian inducements and higher pay scales. 

The more trained career personnel we can develop and encourage 
to stay on, the more we save the American taxpayer in the long run— 
and the better Defense Establishment we have at the same time. 

For such reasons as these, therefore, it seems to us only good sense 
to make such a request as we have in connection with the armed 





3233 


services exchange list, viewing it as just one more way of encouraging 
the kind of essential morale that returns big dividends in the form 
of well-adjusted and career-motivated personnel. I therefore respect- 
fully urge that your committee give its approval to the Department 
of Defense proposal. 

I should like at this time to introduce Maj. Gen. Harlan C. Parks, 
Chief, Army and Air Force Exchange Service, who is prepared to 
offer a more detailed justification for the Department of Defense 
position on this matter. 

I would like to add, Mr. Chairman, that I have held several con- 
ferences with General Parks, and his staff; I am familiar with the 
material and the justifications, and I would like to state that it is 
fully concurred in, and his position represents the position of the 
Department of Defense, sir. 

Mr. Puen. We want to thank you very much for your splendid 
statement. We will be glad to hear General Parks, and will withhold 
our questioning until he has finished, and then we will direct ques- 
tions to both of you. 

You may proceed, General Parks. We are very happy to have you 
here. 

General Parks. Mr. Chairman, and gentlemen, I am here today as 
the military spokesman of all the armed services to present the detailed 
justification of our request for a moderate expansion in the list of items 
authorized for resale in the service exchanges. Only 4 of the 23 items 
on this list remain unresolved after 4 meetings with representatives 
of the various retailers’ associations. They are: Baby furniture, chil- 
dren’s clothing for school wear up to age 12, sport coats, and tires 
and batteries. 

The request for extension of the list was conveyed initially to the 
chairman of the House Armed Services Committee by letter dated 
September 4, 1956, signed by the then Assistant Secretary of the Navy 
(materiel) R, H. Fogler. 

I believe the members of the subcommittee are familiar with the 
contents of this letter and the enclosure thereto, which are furnished 
the committee as exhibit A. Therefore, I will with your permission, 
dispense with reading it and submit copies of it to the reporter for 
neko in the official record of these hearings. 

et Puritan. Without objection, that letter will be inserted in the 
record. 

(The letter from Mr. Fogler is as follows:) 


DEPARTMENT OF THE NAvy, 
OFFICE OF THE SECRETARY, 
Washington, September 4, 1956. 
Hon. CARL VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington, D. OC. 


My Dear Mr. Vinson: You will recall that in 1949, as a result of investigation 
by your House Armed Services Committee, rather drastic limitations were 
placed upon the list of items which could be sold by service exchange stores. 
This action was the result of commercial complaints based in turn upon the 
relatively unrestricted merchandising being done by the exchanges at that time. 

More recently Congress, sparked by your committee, has made outstanding 
progress in legislation designed to make service life more attractive. The im- 
proved enlistment rate reflects these efforts which are greatly appreciated by all 
service personnel. With the same motive, I feel that limited exchanges to the 


list of items authorized for resale in armed services exchanges would be bene- 
ficial. 
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The Navy recéntly conducted a survey of its people, the results of which em- 
phasized the importance of exchange privileges to them and recommended action 
to enlarge these privileges. 

Recognizing this appeal and realizing the increasing standard of living enjoyed 
by the citizens of this country, the Assistant Secretary of the Army (Manpower 
and Reserve Forces), the Assistant Secretary of the Air Force (Manpower and 
Personnel), and I, concertedly have developed proposed alterations reflected by 
the enclosure. 

I believe you will agree that the proposed increase in privileges is moderate 
and I feel it is consistent with the sympathetic attitude of the Congress toward 
the goal of the services to obtain and hold qualified personnel by making service 
life more attractive. 

Accordingly, I urge that you give every consideration to approval of the en- 
closed proposed changes to list of items to be authorized for sale in armed 
services exchanges. 

Sincerely yours, 
R. H. FoGier, 
Assistant Secretary of the Navy (Materiel). 


Proposed changes to list of items authorized in armed services exchanges 











Item Presently authorized Proposed Reason for proposal 

Typewriter, portable__...| Not authorized_.-- Typewriter, portable_- The inclusion of portable 

| typewriters is consid- 
ered desirable for stu- 
oxel dent use. 

Cuff links (military) -_.-.--- | Cuff links (military), | Cuff links (military) -- As an item of uniform, no 

$7.50 limit. | need for price restric- 
| tion is seen. 

Sweaters, civilian. __--_--- Sweaters, civilian, $5 | Sweaters, civilian, $7.50 | Present limitation pre- 

limit. | limit. | cludes merchandise cf 
| reasonable quality. 

Sport coats__.........-- .| Not authorized ___. | Coats, man, sport, cas- | Inclusion of this item is 

| | ual. considered reasonable 

expansion of consider- 
| } able benefit to military 
| personnel. 

Infants’ and children’s | Infants’ clothing..__.._.| Infants’ and children’s | The addition of chil- 
clothing and accessor- | clething and accessor- | dren’s clothing up to 
ies. | ies up to age 12. | age 12 will be of great 

| finaneial benefit to 
poems military fami- 
ies. 

NN og oss es Brassieres, $5 limit......| Brassieres_ _......-...| To inelude maternity 

| types. 

Girdles and garter belts._.| Girdles and garter belts, | Girdles and garter belts | To include maternity 

$4.50 limit. | | types, 

Maternity dresses_-...--- Not authorized___- Maternity dresses | 

Shirts, men’s, civilian__-- Shirts, white, collar | Shirts, white, collar | To increase the price 

attached, $2 limit. | attached, $3.50 limit. limit to include items 
of reasonable quality. 





iit cchticnamtonte Rings, $35 limit. _..__ Rings, $50 limit To permit the stocking 
of a better quality— 
reasonable expansion. 


Watch straps and | Most watch straps con- 


Watch straps and attach- | Watch straps and 


ments. attachments (exclu- attachments, $5] tain precious metal. 
sive of those made of limit. Restriction is con- 
precious metal). | sidered unreasonable. 
Baby furniture. -......... Not authorized | Baby furniture, such as | An important item in 
| cribs and high chairs. the budget of young 
| | families in the lower 

| | pay grades, 
PN cs vincaccacocenmacecnlncad Blankets, sheets, and | Blankets, sheets, and | At the time of the origi- 
pillowcases (exclusive pillowcases. nal list, electric blan- 


of electric blankets). kets were a new, highly 
promotional item and 
the restriction was 
ardently sought by 
retailers. Now it is a 
routine item whose 
inclusion would bene- 
fit without undue 
antagonism. 


Cleaning and miainte-| Cleaning and mainte- | Cleaning and mainte- | Considered reasonable 


nance equipment and nance equipment and nance equipment and expansion of a neces- 
supplies, supplies, $5 limit, supplies, $10 limit. sary and desirable cat- 
egory. 
Dinnerware-............... Dinnerware, $12.50 per; Dinnerware, $25 limit Do. 
set, limit. per set of at least 4 | 





place settings. 
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Proposed changes to list of items authorized in armed services eachange—Con. 

















| 
Item Presently authorized | Proposed Reason for proposal 
1 

Electrical appliances... _. Electrical appliances, | Electrical appliances, } Reasonable expansion 
$15 limit, except mix- $20 limit, except mix- and inclusion of small 
ers, $30 limit. ers, fans and vacuum fans and vacuum clean- 

cleaners, $30 limit. ers. 

Flatware...... cy. dalietn~s Flatware, including | Flatware, including | Considered reasonable 
chest, $25 limit per chest, $35 limit per expansion of a néces- 
set of 34 pieces. set of 34: pieces. sary and desirable cat- 

egory. 

Glasses, drinking. ....___- cme, drinking, $0.25 Giemnen, drinking, $0.50 Do. 

mit. t 

Radios, table and porta- Radios, any type, $35 | Radios, table and port- | Reasonable expansion of 
ble, limit. able types, $50 limit. a highly desirable cat- 

egory. 

Record players...........- Record players, $25limit.| Record players, table Do. 

and portable types, 
$50 limit. 

Cameras, projectors.._...- Cameras, projectors, $35 | Cameras, projectors, $50 | This reasonable increase 
limit. limit. would permit much 

greater assortments to 
| be carried, 

All other items of sports | All other items of sports | All other items of sports | Considered reasonable 
and recreational equip- and recreational and__ recreational expansion in the highly 
ment and supplies, and equipment and sup- equipment and sup- desirable ~do-it-your- 
manual arts and garden plies, and manualarts | plies, and manual arts self field. 
tools, photographic | and garden tools,| and garden tools, 
film, accessories and photographic film, photographic film, 
supplies. | accessories and sup- accessories, and sup- 

| plies, $25 limit. plies, $75 limit. 
Automotive accessories, | Tires, not authorized; | Tires, authorized; bat- | Inclusion of items that 
tires and batteries. | batteries, not author- teries, authorized; are a virtual necessity 
ized; other automotive | other automotive ac- of modern living upon 
accessories, $5limit. | cessories $10 limit. which an appreciable 
saving can be given 
military personnel. 





General Parks. Assistant Secretary Fogler’s letter of September 4, 
1956, to Chairman Vinson constitutes the basis for these hearings and 
resulted in the appointment by Mr. Vinson of this subcommittee to 
conduct the hearings. Much has transpired since this request was 
originally submitted to Chairman Vinson and since this subeommittee 
was appointed. I believe it will be helpful to the subcommittee if I 
review these events and bring you up to date. 

I assumed duty as Chief, “AY my and Air Force Exchange Service, 
on December 4, 1956. Soon thereafter I was made aware of the re- 
quest submitted by the services to this committee and also of the fact 
that. Assistant Secretary Fogler had submitted his resignation. I 

‘alled upon the counsel to the House Armed Services Committee, Mr. 
Smart, to discuss the proposal with him and we agreed that it would 
be desirable for representatives of the military services to meet with 
representatives of the concerned national retail associations with the 
view to seeking mutual agreement to the extent possible on the various 
items contained in our original list. 

Our first meeting with the national retail associations was held on 
January 24, 1957, in room 2D731, the Pentagon. I submit for the 
record at this time exhibit B, a list of the principal representatives of 
the services and the retail associations who participated in this meet- 
ing. With but few exceptions these same representatives participated 
in all subsequent meetings. General Williams was forced to with- 
draw after the second meeting because of a serious surgical operation. 

Mr. Chairman, each of the exhibits that I refer to are contained in 
the folder which has been provided to the members of the subcom- 
mittee. 
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NATIONAL RETAIL ASSOCIATION REPRESENTATIVES 


Mr. W. W. Marsh, National Tire Dealers & Retreaders Association, Inc., 1012 
14th Street NW., Washington, D. C. 

Mr. B. N. Bernstein, American National Jewelers Association, Inc., 812 Wash- 
ington Loan & Trust Building, Washington, D. C. 

Mr. Derek Brooks, National Retail Furniture Association, 1028 Connecticut 
Avenue NW., Washington, D. C. 

Mr. Louis Rothschild, National Association of Retail Clothiers and Furnishers, 
1006-1010 Munsey Building, Washington, D. C. 

Mr. Rowland Jones, Jr., and Mr. Arthur Sturgis, Jr., American Retail Federation, 
1145 19th Street NW., Washington, D. C. 

Mr. John C. Hazen, National Retail Dry Goods Association, 801 Sheraton Build- 
ing, Washington, D.C. 


ARMED SERVICES REPRESENTATIVES 


Lt. Gen. L. L. Williams, United States Army, Chairman, Board of Directors, 

Army and Air Force Exchange and Motion Picture Services. 

Maj. Gen. Harlan C. Parks, United States Air Force, Chief, Army and Air Force 

Exchange Service. 

Col. Paul V. Tuttle, United States Army, Office of the Secretary of Defense. 

Cmdr. J. P. Allen, United States Navy, Director, Ship’s Store Division, Bureau 
of Supplies and Accounts. 

Lt. Col. Harold F. Bare, United States Air Force, Headquarters, Army and Air 

Force Exchange Service. 

Lt. Col. James M. Davenport, United States Army, Deputy Chief of Staff, Per- 
sonnel, Department of the Army. 
Maj. E. 8S. Hamilton, United States Marine Corps, Officer-in-Charge, Marine Corps 

Exchange Service. 

General Parks. This first meeting was largely exploratory in na- 
ture. The general views of all parties represented were exchanged in 
an atmosphere of cordiality and cooperation, certain tentative agree- 
ments were reached and a plan adopted for detailed review of all 
items on the list at the next meeting. 

The second meeting was held on January 31, 1957, in room 3C837, 
the Pentagon. Signific ant progress was made at this meeting and 
again the negotiations were conducted with harmony and a coopers 
tive spirit. 

The results of these two meetings were summarized and transmitted 
to Chairman Vinson by letter dated February 15, 1957, signed by 
Acting Assistant Secretary of Defense Stephen S. Jackson. 

I would like at this point to introduce as exhibit C, Secretary 
Jackson’s letter and the enclosure thereto into the official record of 
these hearings. 

(Exhibit C is as follows :) 

ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., February 15, 1957. 
Hon. Cart VINSON, 


Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. Vinson: I should like to take. this opportunity to inform you of 
developments in connection with the proposed revision to the list of authorized 
resale items-for exchanges, as presented in the letter to you from Assistant 
Secretary of the Navy Fogler (Material), dated September 4, 1956. 

In an effort to seek reconciliation of differences between the services and the 
national retail trade associations, two meetings have been held recently be- 
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tween the representatives of the services and representatives of these associ- 
ations. I am pleased to advise you that as a result of these meetings, mutual 
agreement has been achieved on most of the items, with minor revisions. A list 
of the items upon which final mutual agreement has been reached is enclosed 
herewith. 

The items upon which negotiation has as yet failed to provide mutual agree- 
ment are as follows: sports coats; tires, and possibly batteries; and certain 
items of children’s wear. 

The representatives of the retail associations have requested that another 
meeting be held with the service representatives in early March for the purpose 
of again discussing these remaining items. Their purpose in delaying the meet- 
ing until that date was to afford them time to ascertain more fully the views 
of their respective members and to discuss the proposal with their respective 
boards of governors. During this period the services also are conducting fur- 
ther reevaluation and justification of these items. 

Upon conclusion of the next meeting with representatives of the associations 
coneerned, I will again advise you of the results achieved. In light of the 
above. I would like to suggest for your consideration that hearings on this 
subject by your subcommittee be deferred until after receipt of my report on 
the early March meeting between the service representatives and the National 
Retail Trade Association representatives. 

Sincerely yours, 
SrerHen §S. Jackson, 
Acting Assistant Secretary of Defense. 


Analysis of proposed changes to list of items authorized in exchanges 


1 . _ j 
| Proposed revision rec- 





| Recommended by As- ommended by mutual 
Item Presently authorized sistant Secretary of agreement between re- 
the Navy tailers and service rep- 
| | resentatives 
| 
Typewriter, portable - _--. Not authorized_.........| Typewriter, portable....| Typewriter, portable, $70 
limit. 
| ; 
Cuff links (military) ...-.-. | Cuff links (military) | Cuff links (military)....| Cuff links (military). 
| $7.50 ! limit. No limit when pre- 


| scribed by service regu- 
lations as item of uni- 
form. 





lea . Ts - : 
Sweaters, civilian.........| Sweaters, civilian.......| Sweaters, civilian, $7.50 | Sweaters, civilian, $5 ! 

; limit. limit. 
Brassieres...-.........---- Brassieres, $5 ' limit.....| Brassieres- Brassieres, $5! limit, ex- 


cept maternity type. 
Girdles and garter belts...| Girdles and garter belts, | Girdles and garter belts_| Girdles and garter belts, 











$4.50 | limit. $4.50 |! except maternity 
type. 

Maternity dresses.........| Not authorized_.........| Maternity dresses.....-- Maternity dress. 

Watch straps and at-| Watch straps and at- | Watch straps and at- | Watch straps and at- 

tachments. tachments (exclusive tachments. tachments, $5 limit. 
of those made of pre- 
cious metals). 
Blankets, sheets, and pil- |. Blankets, sheets, and | Blankets, sheets, and | Blankets, sheets, and 
lowcases pillowcases (exclusive pillowcases. pillowcases. 
| __ of electric blankets). 

Electrical appliances. | Electric appliance, $15! | Electrical appliance, $20 | Electrical appliances, $15 ! 
| limit, except mixers, limit, except mixers, limit except mixers, 
| $30! limit, fans, and vacuum fans, vacuum cleaners, 
cleaners, $30. coffeemakers, $30! 
| limit. 

IOS WATG ac cn a 6ienstinneried | Flatware, including | Flatware, including | Flatware, including 

chest, $25! per set of chest, $35 per set of chest, $35 per set of 
34 pieces. 34 pieces. 34 pieces. 

Glasses, drinking. --_-.-..-- Glasses, drinking $0.25! | Glasses, drinking, $0.50 | Glasses, drinking, $0.25! 

limit. | limit, limit. 

Record players............| Record players, $251] Record players, table | Record players, table 
| limit. and, portable types, and portable types, 
$50 limit. $50 limit. 

Shirts, men’s civilian -.... | Shirts, white, collar at- | Shirts, white, collar at- | Shirts, white, civilian, 

tached, $2 ' limit. tached, $3.50 limit. oT attached, $2.50 
' mit. 


See footnote at end of table. 
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Analysis of proposed changes to list of items authorized in exchanges—Continued 


| 
— 


| 
| 


| 


Item 


Baby furniture- 


| 


Cleaning and mainte- 
nance equipment and 
supplies. 


| 


Dinnerware-..----- 


Radios, table and port- 
able. 


All other items of sports | 
and recreational equip- 
ment and supplies, and 
manual arts and garden | 


tools, photographic | 

film, accessories and | 

supplies. | 

| 

eas asa et. 
Sport coats... .....--- 

Infants’ and children’s 


} 
clothing and accessories. 
| 


Automotive accessories, 
tires and batteries, 

i 

| 

i 


| Dinnerware, 


Presently authorized 


Not authorized_.....-.-.-| 


Cleaning and mainte- 
nance equipment and 
supplies $5 ! limit. 


$12.50 ! 
limit per set. 


Radios, any type $35! 
limit. 


All other items of sports 
and recreational 
equipment and sup- 
plies, and manual arts 
and garden tools, pho- 
tographic film, acces- 
sories and supplies, 
$25 ! limit. 


Rings, $35! limit... --- 


| Not authorized__. 


Infants’ clothing- 


Supplies and accessor- 
ies, $5 ' limit per item. | 
Tires, not authorized; | 
batteries, not author- 
ized. 


Recommended by As- | 
sistant Secretary of | 
the Navy | 


Baby furniture such as 
cribs and high chairs. | 


Cleaning and mainte- 
nance equipment and | 
supplies $10 limit. 


Dinnerware, $25 limit | 
per set of at least 4- 
place settings. 


Radios, table and port- 
able types, $50 limit. 


All other items of sports 
and recreational | 
equipment and sup- 
plies, and manual arts | 
and garden tools, pho- | 
tographic film, acces- 
sories and supplies, | 
$75 limit. 


Rings, $50 limit__ 

Coats, men, sport and 
casual, | 

Infants’ and children’s | 
clothing and acces- | 
sories up to age 12. 


Other automotive ac- 
cessories, $10 limit. 
Tires, not authorized; | 
batteries, authorized. | 


Proposed revision rec- 
ommended by mutual 
agreement between re- 
tailers and service rep 
resentatives 


Baby furniture, as fol- 
lows: car seat, $5 limit; 
safety gates, $6 limit; 
jumper (bouncer) $8 
limit; walker, crib 
mattress, nursery chair 
training seat $10 limit; 
bassinet, car bed, $12 
limit; feeding table, 
$12.50 limit; high chair, 
youth chair, playpen, 
youthbed mattress, 
$15 limit; .baby bath, 
stroller, youthbed, $20 
limit; baby buggy, 
chest of drawers $25 
limit. Cribs (cost price 
limitation being nego- 
tiated). 

Cleaning and mainte- 
nance equipment and 
supplies $5! limit, ex- 
cept carpet sweepers, 
ironing boards, kitch- 
enstools, clothes dryers 
$10 limit. 

Dinnerware, excluding 
chinaware, earthen- 
ware and plastics (cost 
price limitation being 
negotiated). 

Radios, table and port- 
able types $35 | limit, 
except transistors, $50 
limit. 

All other items of sports 
and recreational equip- 
ment and supplies and 
manual arts and gar- 
den tools, photo- 
graphic film and sup- 
plies, $25! limit, exeept 
power tools, photo- 
graphicaccessories, lawn 
mowers, $50 limit. 

Ring, $35 limit. 

Coats, men, sport and 
casual (no agreement). 

Infants’ and children’s 
clothing and accesso- 
ries up to age 12 (no 
agreement). 

Automotive accessories, 

$10 limit. Tires (no 

agreement); batteries 

(no agreement). 





Cameras, projectors._....._ Cameras, projectors, 


$35 | limit. 


Cameras, 
$50 limit. 


Cameras, 
$50 limit. 


projectors, | 


projectors, 


1 Cost price limits based on the Department of Labor Wholesale Price Index (1947-49) currently subject 
to 20 percent economic adjustment. All other cost price limits are based on current prices. 


General Parks. It is pertinent, I believe, to advise the committee 
that at this second meeting I announced that Secretary Jackson con- 
sidered it appropriate and desirable to submit a progress report to 
Chairman Vinson at the conclusion of the meeting. All conferees 
agreed and before terminating the meeting we reviewed and reaflirmed 
our mutual agreements in order to insure that.our report to Mr. Vin- 
son would be factual in every respect. Copies of Secretary Jackson’s 
letter and enclosure were distributed to each conferee immediately 
after it was dispatched to Mr. Vinson. It will be noted that agree- 
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ment was reached at this meeting on all items, including baby furni- 
ture, with the exception of sport coats, children’s clothing, and tires 
and batteries. Dinnerware. was still to be resolved but potential 
agreement was indicated. 

“Our third meeting was held on March 8, 1957, again in the Pentagon. 
Significant progress at this meeting was confined to complete agree- 
ment on the item of dinnerware. At this third meeting the National 
Retail Dry Goods Association withdrew its previous agrement on the 
baby furniture items and announced its intention to oppose the services 
on this item as well as the items of tires and batteries. Further, the 
representatives of the National Retail Dry Goods Association "and 
the National Association of Retail Clothiers and Furnishers an- 
nounced the position of their associations as being opposed to the items 
of children’s clothing and sport coats. 

At the final meeting on March 22 in the Pentagon, a possible com- 
promise on the items of tires and batteries was discussed with the 
National Tire Dealers and Retreaders Association, Inc., and the re- 
maining areas of disagreement were clearly defined. It was con- 
cluded that no useful purpose would be served by additional meetings, 
that our meetings together had been quite profitable not only in con- 
nection with this specific proposal but in establishing a better relation- 
ship and a better mutual understanding of the respective interests 
involved, 

I would like to introduce at this time as exhibit D a list of items on 
which complete agreement has been reached between the services and 
the various national retail association representatives. I will review 
briefly the information contained in this exhibit to indicate the extent 
the services have compromised our original request submitted to this 
committee in order to achieve agreements with the retail associations. 

(Exhibit D is as follows:) 


| | 
| 
| Revision recommended | 





Originally recom- by mutual agreement | 
Presently authorized | mended by services between retailers and | Justification 
| services representa- 
| | tives | 
Not authorized - ___- .| Typewriter, portable..| Typewriter, portable, | The services are placing in- 
$70 limit. creased emphasis on educa- 
| tion and training both on 
| | duty and off duty. Au- 
thorization of portable 
typewriters is desired as 
| an aid to the educational 
| development of service 
| personnel. 
Cuff links (military), | Cufflinks (military)...| Cufflinks (military),no | This is the only price limita- 
$7.50 limit.! | limit when prescribed tion on an item of required 
by service regulations | uniform. The price limit 
as item of uniform. | should be removed for 


consistency and as a mat- 
ter of principle. No alter- 
ation of present restrictions 
on popular, civilian-type 
cuff links is sought. 


Sweaters, civilian, $5 | Sweaters, civilian, Sweaters, civilian $5! | sa eae requested to en- 
limit.! $7.50 limit. limit (request for in- able exchanges to stock 
crease in cost price better quality sweaters. 


withdrawn by De- 
partment of Defense). | 
Brassiers, $5 limit !_....| Brassieres............- Brassieres, $5! limit, | The present limitation of $5 
except maternity type. does not permit stockage of 
| certain maternity types. 
Girdles and garter belts, | Girdles and garter Girdles and garter belts, | The present limitation of 

$4.50 limit.! belts. | $4.50! limit, except | $4.50 does not permit 
maternity types. |  stockage of maternity type 
| girdles and garter belts. 











See footnote at end of table. 








Presently authorized 


Not authorized. -..-....- 


Flatware, including 
chest, $25 per set of 
34 pieces.! 

Watch straps and at- 
tachments (exclusive 
of those made of pre- 
cious metals). 


Blankets, sheets and 


pillowcases (exclusive | 


of electric blankets). 


Electrical appliances, 
$15th ! limit, except 
mixers, $30 ! limit. 


Glasses, drinking, $0.25! 
limit. 


Record $25 ! 


limit. 


players, 


Shirts, white, collar at- 
tached, $2 ! limit. 


Cleaning and mainte- 
nance equipment and 
supplies, $5 | limit. 


Dinnerware, $12.50 ! 


limit per set. 
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| 
Originally recom- 
mended by services 


Maternity dresses. 


Flatware, including 
chest, $35 per set of 
34 pieces. 

Watch straps and 
attachments $5 
limit. 


Blankets, sheets and 
pillowcases. 


Electrical appliances, 
$20 limit, except 
mixers, fans, 


vacuum cleaners. | 


Glasses, drinking, 
$0.50 limit. 


Record players, table 
and portable, $50 
limit. 


Shirts, white, collar 
attached, $3.50. 


Cleaning and mainte- 
nance equipment 
and supplies. 


Dinnerware, $25 limit | 
per set of at least 4 
place settings. 


| Maternity dress-.. 


| Glasses, drinking, $0.25! 


| Record 


| Shirts, white, civilian, | 


| Cleaning 


Revision recommended 
by mutual agreement 
between retailers and 
services representa- 
tives 


Justification 


| This is considered a utilitar- 
ian item of importance to 
young families in lower 
pay grades. 

To provide service families 
with a set of plated flat- 
ware at current prices. 

Most popular and acceptable 
watch bands contain pre- 

| cious metal. Most watches 

| sold by the service ex- 
changes are sold with such 
bands attached. Restric- 
tion which precludes the 
| replacement of the original 
| band sold with the watch 
and which forbids ex- 
changes to carry such inex- 
| pensive items of daily 
| utility appears unreason- 
able. Metal watch bands 
without precious metals 
are not of adequate quality 
and are of extremely lim- 
ited variety. 

Electric blankets in 1949 
were a luxury, but since 
that time they have be- 
come a common-use item. 

To provide for window and 
floor fans where required 
by climatic extremity. To 
provide also for vacuum 
cleaners, and coffeemakers, 
considered to be a normal 
household necessity. 

Originally requested to pro- 
vide glassware, apart from 
ordinary water goblets, of 
a better quality. 


Flatware, ineluding 
chest, $35 per set of 34 
pieces. | 

Watch straps and at- | 
tachments, $5limit. | 


Blankets, sheets and 


pillowcases. 


Electrical appliances, 
$15th ! limit, except 
mixers, fans, vacuum 
cleaners, coffeemakers, | 
$30th | limit. 


limit (request for in- 
crease in cost price 
withdrawn by De 

partment of Defense). | 
players, table | 
and portable types, 

$50 limit. 


Changes in industry since 
1949 have introduced new 
models such as multispeed 
record players which are 
more expensive. 

The original price limitation 
of $2 is no longer realistic, 
in that it restricts pur- 
chases either to low ends of 
known lines or to other 
substandard items of low 
thread count and poor 
wearing quality. 

Present limitations exclude 
some items of necessity in 
this category. 


collar attached, $2.50. 


and mainte- 
nance equipment and | 
supplies, $5 limit ex- 
cept carpet sweepers, 
ironing boards, kitch- 
en stools, clothes 
dryers, $1¢ limit. 

Dinnerware, excluding | 
chinaware: Plastic: 4 


Service families must pur- 
chase from personal funds 


piece place setting, | all dinnerware used. Fre- 
$3.50 limit; 5 piece quent moves reslt in ex- 
place setting, $4.50 cessive breakage, requiring 
limit; 6 piece place aboveaverage replacement. 
setting, $5.50 limit; Young married couples, 


extra pieces, $3 limit. faced with completely out- 


Earthenware: 4 piece fitting and _ furnishing 
place setting, $2.50 homes, generally purchase 
limit; 5 piece place | dinnerware on a piecemeal 
setting, £3.50 limit; basis, starting with a mini- 


mum of place settings and 
serving pieces. It is con- 
sidered essential that serv- 
ice families be provided 
with a readily accesible 
source from which to pro- 
cure inexpensive, yet dur- 


6 piece place setting, | 
$4.50 limit; extra pieces, 
$2 limit. | 


able and acceptable dinner- 
ware, with a minimum of 
inconvenience and expense. 
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Revision recommended 
Originally recom- by mutual agreement 
Presently authorized mended by services between retailers and Justification 
services representa- 
tives 
Rings, $35! limit.__....| Rings, $50 limit... .__. Rings, $35 ! limit (re- | Originally requested in order 


quest for increase in that proposed increase 
cost price withdrawn would permit an increase 
by Department of in the size of the stone 
Defense). from 0.20 to 0.25 carat. 
| | This increase was consid- 
ered reasonable and would 
have permitted a mere 
acceptable, though cer- 
tainly modest engagement 


ring. 
Radios, any type, $35! | Radios, table and Radios, table and port- | Radios are considered an 
limit. portable types, $50 able types, $35 ! limit, important morale item and 
| Jimit, except transistors, $50 should be readily available 
limit. to service personnel. In- 


crease would permit the 
| inelusion of populas AM- 

FM radios, and particu- 
larly the new transistor 


type. 

Cameras, projectors, | Cameras, projectors, Cameras, projectors, $50 | The armed ser ices are faced 

$35 | limit. $50 limit. limit. with a problem not unlike 
that faced by most civilian 
communities, that of inter- 
esting young, adventure- 
some individuals in worth- 
while hobbies and recrea- 
tional projects to be pur- 
sued during off-duty hours. 
Considerable time, effort, 
and funds are being ex- 
pended in promoting pho- 
tography as a wholesome 
hobby. ‘The present limi- 
tations restricts the hob- 
biest to only basic begin- 
ners’ camera and projector. 
In order to maintain inter- 
est in this hobby, the serv- 
iceman must be provided a 
means of procuring better 
equipment, at a pice he 
can afford, as he becomes 











| more skilled in its use. 
The proposal for an ad- 
vance to a $50 limitation 
will permit stocking of a 
more varied line of good 
quality cameras and pro- 
jectors without getting into 
an equipment that even 
approaches professional- 
type equipment. Due to 
the very nature of the serv- 
iceman’s duty photog- 
raphy is one of the most 
popular hobbies. It is 
desired to provide the 
serviceman with adequate, 
amateur equipment of ac- 
ceptable quality. 
; Automotive accessories; 
This would permit obtain- 
ing minor repair parts such 
as rebuilt carburetors, fuel 
and water pumps and 
mufflers, and would permit 
| the stocking of such items 
| | as chains and inexpensive 


Automotive supplies | Other automotive ac- Automotive accesso- 
and accessories, $5! cessories, $10 limit. ries, $10 limit. 
limit per item. 


{ seat covers. 

All other items of sports | All other items of All other items of sports | The items remain the same 
and recreational | sportsandrecrea- | and recreational} except that the $50 limit 
equipment and sup- tional equipment equipment and sup-| on power tools, phote- 
plies and manual arts and supplies, man- plies, and manual arts graphic accessories, and 
and garden tools, pho- ual arts and garden and garden tools, pho- lawn mowers is more real- 


tographic film, acces- tools, photographic tographic film, and istic and will permit better 
sories and supplies, film, accessories, supplies, $25! limit, quality merchandise with- 






$25 | limit. and supplies, $75 except power tools, out permitting deluxe mer- 
limit photographic accesso- chandise. These items are 
ries, lawn mowers, $50 morale, recreational, and 
- limit. necessity items. 


» | Cost price limits established per 1949 agreement and are subject to adjustment based on variations in 
the Department of Labor Wholesale Price Index, All other cost price limits indicated are based on current 
prices 
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General Parks. If you would be kind enough to follow me on ex- 
hibit D,I will briefly cover each point. 

The first item on exhibit D is “T ypewriter, portable.” Typewriters 
are not presently authorized. The services recommended portable 
typewriters without any price limitation. Agreement was reac hed 
on this item with a $70 limit. 

Military cuff links with a $7.50 limit are presently authorized. 
The services recommended deletion of the cost limit, and agreement 
was reached on military cuff links without price limit when prescribed 
by service regulations as an item of uniform. 

Civilian sweaters with a $5 limit are presently authorized. The 
services recommended an increase of the limit to $7.50 to permit 
stocking a ny: The services agreed to withdraw this request. 

Brassieres with a $5 limit are now authorized. The services recom- 
mended deletion of the cost limit. Agreement was reached to retain 
the $5 limit except for maternity types. 

Girdles and garter belts w ith a $4.50 limit are presently authorized. 
The services recommended deletion of the cost limit. Agreement was 
reached to retain the $4.50 limit except for maternity types. 

Maternity dresses are not now authorized. The services recom- 
mended addition of maternity dresses, and agreement was reached on 
this item. 

Flatware, including a chest, with a limit of $25 per set of 34 pieces, 
is now authorized. ‘The services recommended increasing the cost 
limit to $35, which was agreed upon. 

Watch straps and attachments, exclusive of those made of precious 
metals, are now authorized. The services recommended, and the re- 
tail associations agreed, to eliminate the precious-metal exclusion, and 
to place a $5 limit on this item. 

Blankets, sheets, and pillowcases, exclusive of electric blankets, are 
now authorized. The services recommended deletion of the exclusion 
clause so that electric blankets could be sold in the exchanges, and 
this was agreed upon. 

Electrical appliances with a $15 limit, except for mixers with a $30 
limit, are now authorized. The services recommended raising the 
$15 limit to $20 and removing the price limits on mixers, fans, and 
vacuum cleaners. Agreement was reached to retain the $15 limit 
except for mixers, fans, vacuum cleaners, and coffeemakers which 
would have a $30 limit. 

Drinking glasses with a 25-cent limit are now authorized. The 
services recommended raising this limit to 50 cents, but agreed to 
withdraw this request. 

Record players with a $25 limit are presently authorized. The 
services recommended table and portable record players with a $50 
limit, and this was agreed upon. 

White shirts with collar attached with a $2 limit are now author- 
ized. The services recommended an increase of the limit to $3.50 and 
compromised on an increase to $2.50. 

Cleaning and maintenance equipment and supplies with a $5 limit 
ure now authorized. The services recommended removal of the cost 
limit. A compromise was reached to retain the present $5 limit 
except for carpet sweepers, ironing boards, kitchen stools, and clothes 
driers which would have a $10 limit. 
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Dinnerware with a $12.50 limit per set is presently authorized, ~The 
services recommended dinnerware with a $25 limit per set of at least 
4 place settings. A compromise was reached on this item as indi- 

cated on page 3 of exhibit D. 

Rings with a $35 limit are now authorized. The services recom- 
mended increasing the limit to $50, but agreed to withdraw this 
request. 

Radios of any type with a $35 limit are presently authorized. The 
services recommended table- and portable-type radios with a $50 limit. 
Agreement was reached to retain the $35 limit, except for transistor 
types, which would have a $50 limit. 

Cameras and projectors with a $35 limit are now authorized. The 
services recommended an increase of the limit to $50 and this was 
agreed upon. 

Automotive supplies and accessories with a $5 limit per item are now 
authorized. The services recommended increasing this price limit to 
$10, which was agreed upon. 

All other items of sports and recreational equipment and supplies, 
and manual arts and garden tools, photographie film, accessories, and 
supplies with a $25 limit are now authorized. The services recom- 
mended an increase of the limitation from $25 to $75. Agreement was 
reached to retain the existing limitation of $25 except for the items 
of power tools, photographic accessories, and lawn mowers, which 
would have a $50 limit. 

From the foregoing I believe it is obvious that the services have 
made every effort to reconcile all possible differences with the national 
retail associations. After our second meeting we informed all our 
major commanders in each of the services of the progress made in our 
negotiations with the associations, and at the same time we requested 
them to reevaluate the necessity and importance of the three items upon 
which no agreement appeared probable; namely, children’s clothing, 
sport coats, and tires and batteries. Our commanders unanimously 
informed us that these three items were urgent requirements for their 
service families. Hence, gentlemen, we are presenting their case to 
you today. 

Now, I would like to explain and justify the categories which are still 
unreconciled. 

Baby furniture: This item is presently not authorized, and it was 
originally recommended by the services as baby furniture, such as cribs 
and high chairs. At the request of the representatives of the retail 
associations, this category was broken down into specific items with 
cost limitations as follows: 


Baby furniture as follows: 


Limit Limit 
Car pee¥ec nb oie i Le ae ae ee te Shab ie . $12 
Batety! wateeii ios. tase Git Peetling (talilesikc. a. iu seo 12 
Jumper’ (howncer? ) .. wae eee eee SOON a assent dab thie <inesd reer dwmeto nes 15 
OE RI ios age angie ssid leap ae ‘ 10 Youth-bed mattress___.._--_-----_. 15 
Sen Sn >, ae Suites etacesa alicia I ie ian dtealaciencadaidic ere ca igih esate obs a 
Nursery Cnair ino 20 2h Oa SO ROU Bee ee ete 20 
Training ‘@eaticsi i eo eG nO) Baby bathe iia icc... Log esi. _. 20 
High chair_._...- obi tiie adtebasetiet. wads ROT SUR ONIOR ance Jb cece shee step | eee 
FORO Cn ccseriedaeinsieniienvinas pT SE ae A 25 
MOU nado Fee «ratte ete ce 12 | Chest of drawers (juvenile) mu ee 
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As previously mentioned, mutual agreement was originally reached 
between the national retail associations and the services at our second 
meeting on this list. However, the National Retail Dry Goods Asso- 
ciation, which has a substantial interest in this field, subsequently 
withdrew its original concurrence and does not now concur in the 
agreement. 

An analysis of the marital status of military personnel as of July 31, 
1956, indicates that approximately 80 percent of all officers anu non- 
commissioned officers of the armed services are married, and that 
each military family has an average of 1.32 children. The hard core 
of our military leadership and skilled technicians comprise most of 
this group. 

The ability of the military services to retain these personnel de- 
pends to a great extent upon our ability to make their family life 
attractive. ‘Most of these personnel marry while in the service, and 
usually set up housekeeping and raise their children while in a rela- 
tively low pay bracket. During this period they are subject to fre- 
quent changes of station. A definite need, therefore, exists to provide 
inexpensive baby furniture in our exchanges to meet this requirement 
of our young families. 

Recognition of this requirement was extended by the national re- 
tail associations in our first two meetings, and the National Retail 
Furniture Association was particularly helpful in compiling the list 
of specific items and establishing the cost-price limits. These cost- 
price limits will preclude the exchanges stocking de luxe lines. It 
will, however, enable the service families to purchase inexpensive 
items at the exchange. 

Children’s clothing: In this second category the services originally 
recommended that the authorized list be changed to permit the ex- 
changes to stock children’s clothing and accessories up to age 12, with- 
out restriction. In an effort to achieve an acceptable mutual agree- 

ment with the retail associations we reduced this category to items 
of children’s clothing for school wear up to age 12 as follows: Dresses, 
skirts and blouses, gloves, shoes, boys’ sport coats. 

It was proposed as such to the retail asociation but no agreement 
was reached thereon. 

As in the case of baby furniture, this request is intended to better 
enable our exchanges to fulfill the requirements of young military 
families. Under the 1949 agreement we are presently authorized to 
stock infants’ clothing, which means we can provide all the basic 
clothing requirements of our children up to size 6. We are also 
authorized to stock children’s sizes in those clothing items specifically 
authorized under the general category of civ sen clothing. The addi- 
tional six specific items requested will fill a serious gap that now 
exists in this authorization. 

At present a sergeant can buy in his exchange a complete line of 
clothing for his children until they outgrow a size 6. Then he can 
no longer do this. 

It is impossible to rationalize or explain to the sergeant why this 
should be so. For example, he cannot understand why, when his 
daughter reaches school age and clothing needs and costs greatly in- 
crease, he is no longer able to buy dresses for her in his exchange. He 
is inconvenienced and forced to pay a higher price for the day-to-day 
school needs of his children. 
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The few additional items of children’s clothing we have requested 
have been strictly limited to those articles of ordinary wear which are 
required for school use and which are normally purchased as the day- 
to-day need for them arises. If the exchanges are to have real sig- 
nificance and meaning to our service personnel, if they are to perform 
their mission of providing a convenient source for the purchase of 
articles of necessity and convenience at the lowest possible price, they 
must be able to provide the basic essential clothing needs of these 
children. 

oats, men’s, sport and casual: In the third category the services 
recommended inclusion of men’s sport and casual coats in the list of 
authorized items. It was proposed as such to the retail associations 
but no agreement was reached thereon. Exchanges are presently 
limited to jackets of the hunting and windbreaker type. 

The personal appearance of servicemen both on and off duty is a 
matter of concern to all. In the Marine Corps, for example, officers 
are directed to consider personal appearance in civilian clothing as well 
as in uniform when rating personal appearance on officers’ and non- 
commissioned officers’ fitness reports. 

The wearing of civilian clothes by servicemen during off-duty hours 
is encouraged by the various services. In the great majority of mili- 
tary clubs and messes, as in the case of comparable civilian establish- 
ments, the wearing of coats is required. 

‘Foday’s American standard of living recognizes a sport coat as 
an ordinary article of wear which men purchase to meet a daily need. 

It is, dereboess: a proper item for resale at exchanges. 

If sport coats were authorized for resale, exchanges could take care 
of the needs of the serviceman for an acceptable off-duty garment at 
low cost. It would thus help relieve the serviceman of the unusual 
financial burden involved in maintaining both military and civilian 
wardrobes. 

Tires and batteries: In the fourth and final category the services 
recommended inclusion of tires and batteries in the list of authorized 
items. It was proposed as such to the retail associations but no agree- 
ment was reached thereon. All of our major commanders in each 
of the services have personally emphasized the high importance they 
attach to this category. 

Transportation for military personnel by privately owned automo- 
biles has become an absolute necessity. At every military installation, 
military personnel serve under most of the following conditions : 

1. Military installations usually cover extensive areas, in many cases 
larger than the average nearby civilian community. 

2. Place of residence and ‘places of duty are frequently at widely 
separated points. 

3. Public transportation is not normally convenient, available, or 
adequate. 

4. Military necessity requires the scheduling of duty hours at irreg- 
9 times of the day and night. 

. Execution of official military duties necessitates frequent move- 
sieht from one point to another on the installation under both routine 
and emergency conditions. 

6. Military personnel living on or off installations are often on 
24-hour alert status without official means of transportation to as- 
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signed. duty stations. This is particularly true at our Strategic Air 
Command and Air Defense Command bases in the Air Force and 
our antiaircraft installations in the Army. Successful accomplish- 
ment of assigned tactical missions is therefore contingent upon pri- 
vately owned vehicles. 

7. Military requirements and distances preclude many military 
personnel from shopping in local communities during duty or nor- 
mal business hours. 

8. Installation commanders in support of national safety programs 
have instituted safety programs which stress the necessity for using 
dependable tires and batteries as well as other automobile equipment. 

9. Adequate road service by civilian enterprises at a reasonable 
cost is normally not available at a military installation because of 
distances, inaccessibility, or security. 

The need for batteries is usually on an emergency basis. It is an 
immediate requirement and cannot be temporized. 

The high automobile accident rate applies to servicemen as well as 
civilians. It is a matter of grave concern to our commanders. All 
installations have safety programs which stress, among other factors, 
the need to maintain vehicles in dependable operating condition. 
Without exception, our commanders have urged that exchanges be 
authorized to stock tires and batteries in order that better command 
control can be exercised in safety programs. This would enable 
commanders to provide known quality tires and batteries at the low- 
est possible price in the exchange, which is located, managed, and 
operated expressly for the benefit and convenience of our servicemen. 

Paragraph 3-202, Armed Services Exchange Regulation, which 
is based on the 1949 agreement, provides as follows: 

3-203 Additional resale items. When civilian shopping centers are not 
conveniently available to patrons served by an exchange, the Secretary of the 
Department concerned may authorize such exchange to stock and sell items in 
addition to those listed in paragraph 3-201. Requests for addition to the 
standard list of items will not be approved, unless particular hardship is dem- 
onstrated. 

Because of the conditions I have outlined many cf our commanders 
have in the past requested authority to stock tires and batteries under 
the provisions of this paragraph. On the basis of particular hard- 
ship demonstrated, many of these requests have been approved and 
many of our stations are presently selling tires and batteries. The 
principal conditions presented by our commanders to substantiate 
these requests are as follows: 

1. Distance to nearest local dependable dealers. 

2. Loss of time from duty by military personnel when replace- 
ment of tire or battery is necessary, and excessive service costs when 
emergency replacement is necessary on the installation. 

_ 3. Essentiality of private vehicle to accomplishment of assigned 
individual duties and to the mission of the command. 

It is the conviction of the services that authority to stock tires 
and batteries at all of our exchanges would not only enhance the 
morale of our servicemen through the savings and convenience fac- 
tors, but that it would contribute substantially to our safety pro- 
grams and onerational readiness. : 

Now, gentlemen, I would like to conclude my statement with a 
brief analysis which I hope will put our request in its real perspec- 


A 
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tive.. In order:to maintain ‘a yardstick for measuring sales, the serv- 
ice exchanges use the method of dividing the number of assigned mili- 
tary personnel into the total sales to arrive at an average per capita 
sales. The retail per capita sales of all domestic service exchanges 
amount to less than $17 per military man per month, which includes 
$4 for tobacco alone. This may appear to some to bea very high 
average, However, the inclusion of all other authorized exchange 
patrons, i. e., dependents, retired personnel, widows, etc., would re- 
duce this per capita average by at least 56 percent. In other words, 
our per capita retail sales, based on authorized customers, would be 
about $8 per month, or less. 

My staff has prepared an estimate of what the additional items 
we have requested will amount to in terms of potential increase in 
exchange sales. The very best estimates we can make indicate the 
monthly per capita sales for all service domestic exchanges will in- 
crease by not more than 50 cents per serviceman per month, or per 
authorized patron approximately 25 cents. If we consider only the 
estimated sales increase in the 4 disputed categories, which I have 
just discussed, it amounts to less than 15 cents per serviceman per 
month, or approximately 7 cents per authorized patron. This is cer- 
tainly an inconsequential figure insofar as additional sales are con- 
cerned. Our primary concern in obtaining these additional items is 
to satisfy the minimum demands of our service personnel and their 
dependents and lessen this current aspect of dissatisfaction with serv- 
ice life in the hope that more and more personnel will pursue the 
military profession as a career. 

The items we have requested represent only a small increase in the 
presently authorized list. It falls far short of meeting the expressed 
desires of our commanders and their servicemen. 

And yet, gentlemen, we all know that morale itself is the sum of 
many small things. Among the more important of these i contribut- 
ing to high mor ale in the service is an effective exc hange. 

The list of additional items that the subcommittee has been asked 
to approve, and particularly the four categories I have discussed 
in detail, represents the very minimum that the serviceman and his 
family needs and wants in their exchange. The absence of these 
articles from the exchange has been felt most keenly by our service 
families in terms of inconvenience and increased costs. 

Granting this request will better enable the exchange to carry out 
effectively its basic mission. It will enable the exchange to be more 
responsive to the everyday needs of the service family. 

Our request is a matter that involves only an insignificant sum of 
money in exchange sales, Yet if by improving the exchange effec- 
tiveness to our military personnel and their families we can retain 
even a few more of the career people who would otherwise leave the 
service each year, it would mean a saving to the Government of 
substantial sums of money. 

Accordingly, we respectfully urge this committee to approve the 
request of the armed services for extension of the authorized list. 

Mr. Puiern. We appreciate your fine statement. 

You referred to the participants in these conferences, and I take 
it that you want to emphasize the point that all segments of the retail 
business had a full opportunity to present their views during the 
course of these conferences / 
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General Parks. Yes, sir; they did. We relied upon Mr. Rowland 
Jones, who is the president of the American Retail Federation, to 
insure that the appropriate representatives were apprised of our pro- 
posal, and were extended an invitation to attend the conferences. 

Mr. Puirsin. You believe now as a result of these conferences you 
have had a good cross section of the opinion of retailers who have to 
do with the service exchanges, or who want to present their views 
concerning this matter ? 

General Parks. Yes, sir; I believe we have, and I am quite confident 
that the members of the retail associations who participated in our 
conference will confirm that point. 

Mr. Puirern. So as a result of your conferences and negotiations 
you now come to this committee with final agreements that indicate 
that with respect to all items except four you have come to substantial 
agreement ? 

General Parks. Yes, sir. 

Mr. Puteri. There are only four items now pending. 

Now, you start with baby furniture. I take it from your statement 
that you deem that the items of baby furniture which you referred 
to comprise all articles that are usually needed by a family with a new 
baby ? 

General Parks. Yes, sir. 

Mr. Puiretn. These are what you regard to be the minimum require- 
ments of such a family ? 

General Parks. That is correct, sir. 

Mr. Puizsrn. And that about 80 percent of your officer and non- 
commissioned personnel are married ¢ 

General Parks. That is correct. 

Mr. Puen. And that you have 1.32 children in the average mili- 
tary family ? 

General Parks. That is correct, sir. 

Mr. Putter. Do you have any figures on the total percent—the 
percentage of the total personnel that is married ? 

General Parks. Thirty-nine percent for all enlisted personnel, 
including noncommissioned officers. 

Mr. Puizern. Eighty percent of the noncommissioned are married ? 

General Parks. The 39 percent includes the noncommissioned officer. 
It is 80 percent of all officers, and 39 percent of all enlisted personnel, 
including the noncommissioned officers. 

Mr. Puteri. So that presumably a very large percentage of your 
personnel would be in the low-pay brackets, so to speak, and all these 
items you referred to are generally quite inexpensive, and that would 
be a factor. 

General Parks. That is correct. 

Mr. Puitery. You really don’t have any expensive items of baby 
furniture which you itemized for the record ? 

General Parks. No, sir. At the request primarily of the National 
Retail Furniture Association, these prices were established and agreed 
upon with thém to insure that we would not carry the more expensive 
or deluxe items. 

Mr. Puumsr. When you come to the item of children’s clothing, it 
is your proposal to be able to furnish children’s clothing up to the age 
of 12, increasing it from the age of 6 ? 
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General Parks. Yes; with respect to the specific items we are 
requesting. 

Mr. Putian. And here, again, I take it from your statement. that 
you consider all these items you seek are inexpensive items, and are 
needed and necessary for the average family ? 

General Parks. Yes, sir. 

Mr. Puirern. And basic to family needs? 

yeneral Parks. We restricted that category to'items we felt essen- 
tial as minimum requirements for schoolchildren. 

Mr. Putian. Between the ages of 6 and 12? 

General Parks. Yes, sir. 

Mr. Puirprn. Would you let us have your comments on sports 
clothes? I noted you seemed to stress the need for sports clothes. 
Is it your view that you really need this item to supplement the 
merchandise that you have available for personnel in your exchanges ? 

General Parks. Yes, sir; that is correct. As I brought out in my 
statement the wearing of civilian clothes is now authorized and 
encouraged by all of our military services. 

Mr. Putter. So that as to some of the services their rating is based 
on their appearance, whether they are wearing civilian clothing as 
well as the regulation uniforms? 

General Parks. That is correct. We are presently authorized to 
sell the sport slack, and with the addition of the sport coat that would 
enable our personnel to acquire a suitable civilian garb at their ex- 
change that would be acceptable for their wearing in the local civilian 
community and at their own clubs. 

Mr. Puitern. What would be the maximum price that you propose 
for sportswear, under your proposal ? 

General Parks. If a cost price limit should be imposed, we would 
accept a $30 cost price limitation, which in turn would sell at our 
exchanges at approximately $37 or $38. 

Mr. Pure. That limitation would be based on the cost to the 
exchange—that is the vendor’s cost, so to speak ? 

General Parxs. That is correct. 

Mr. Putarx. Now, when you come to tires and batteries, could you 
give us the percentage of the military personnel that owns automo- 
biles¢ You made reference to the fact that they use them quite gen- 
erally, and you made reference also to some strategic factors. 

General Parks. I am afraid, Mr. Chairman, I cannot give you a 
percentage of the military personnel who do own private automo- 
biles. I don’t know whether such statistics would be available to us 
at the departmental level, or not, but I will endeavor to ascertain 
whether that information can be provided the committee. 

(The information is as follows:) 

The best information available indicates that 63.3 percent of the Army and 
the Air Force personnel in the United States own automobiles and 50 percent 
of all the Navy and Marine Corps personnel in the United States own automo- 
biles, making an average of approximately 58.9 peftcent personnel owning 
automobiles, or namely 997,955 automobiles. 

Mr. Putirsry. Now, you have had from time to time under para- 
graph 3-203 of the regulations some deviations. Do you have a list 
of those deviations which the departments have issued from time to 
time ? 





General Par«s. 


IT don’t have 
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a list available with me, Mr. 





Chair- 


man, but if the committee desires a list we can prepare it. 


Mr. Purser. 


We would like to have that also. 


General Parks. Is that for all exceptions that have been authorized ? 


Mr. PuHIern. 


All deviations from the 1949 list. 


(The information requested is as follows :) 


Exceptions to list of authorized items under provisions of par. 
Services Regulations, Dec. 


Item 


Tires and batteries__--__.....-- 

Distinctive color coat bearing 
organizational insignia. 

Auto accessories (including 
headbolts, heaters, wheels, 
and seat covers). 


Sport coats 


Grocery sections 


Limited grocery items- 


ioe tiie Stak teri 





Installation 


95 exceptions (list attached) 

All Air Defense Command bases- 

Edwards AFB, Calif wi 

Fairchild AFB, Spokane, Wash 

Lackland AFB, San Antonio, Tex---- 

Malmstrom AFB, Great Falls, Mont. -- 

Sewart AFB, Smyrna, Tenn 

Marine Barracks, Naval Mine Depot, 
town, Va. 


U. S. Naval Ordnance Test Station, 
Lake, Calif. 

U. 8. Naval Administrative Command, 
erey, Calif. 


Naval air station, Chincoteague, Va 

Fort Belvoir, Va 

Fort Campbell, Ky-. 

Fort Douglas, Salt Lake City, 

Eglin AFB, Fla 

Fort Hood, Tex 

Fort Jay, Governors Island, 

Fort Knox, Ky.! 

Lackland AFB, San Antonio, 

Fort Lewis, Tacoma, Wash 

Loring AFB, Limestone, Maine 

Pine Bluff, Ark.! a! 

Marine Barracks, Naval Ammunition, 
thorne, Nev. (depot). 


Utah 


N. Y.! 


Tex 


Naval auxiliary air station, El] Centro, Calif___- 
Tex 


Naval auxiliary air station, Kingsville, 
Naval air station, Hutchinson, Kans- - 
Naval auxiliary air station, Fallon, Nev 
Biggs AFB, Tex 

Fort Bragg, N. C 

Camp Hale, Colo 

Fort Hancock, N. 
Holloman AFB, sv. Mex 
Fort Lawton, Seattle, Wash 
Randolph A FR, Tex.! alata 

Fort Riley, Kans 

Sacramento Signal Depot, Calif 
Two Rock Ranch, Petaluma, Calif_. 
Fort Leonard W. ood, Mo..-_.-. 


31, 1956 


York- 
China 


Mont- | 


Haw- 


771st Aircraft Control and Warning Squadron, 


Cape Charles, Va. 


638th Aircraft Control and Warning Squadron, 


Curlew, Wash. 


762d Aircraft Control and Warning Squadron, 


North Truro, Mass. 
Marine Corps Supply 
Portsmouth, Va. 
Marine Corps Schools, Quantico, Va 
Marine Barracks Naval Base, Charleston, 
Marine Barracks Naval Ammunition, 
Wash. 
Fort Bragg, N. C 


Forwarding 


Annex, 


8. C. 


Bz cee. 


Fort Douglas (limited to satellites located at 


Dugway; Western Chemical Center; 
and Utah General Depot) Salt Lake 
Utah. 

eas AFB, Calif.. 

Fairchild AFB, Spokane, Wash...__- 
Fort Hancock, N. ses 
Camp Irwin, eames. Calif.._... s 
Larson AFB, Moses Lake, Wash....-- 
March AF B, Riverside, Calif sia 
Fort McPherson, Atlanta, Ga... 
Nellis AFB, Las Vegas, Nev_- 

Travis, AFB, Fairchild, Calif. 


Tyndall AFB, Panama City, Fla 


Williams AFB, Chandler, Ariz..._----__- 
See footnote at end of table. 


Tooele 
City, 


| July 





| Sep. a. 


} July 
| Jan, 
| Nov. 5, 








3-203, Armed 


Date of initial authori- 
zation 


Various. 
June 8, 1956 
Aug. 28, 1956, 
Nov. 7, 1956. 
Oct. 24, 1950. 
Dec. 21, 1950. 
Dec. 23, 1954. 
24, 1956. 


Dec. 17, 1956. 


Apr. 27, 1956. 


Mar. 5, 1956. 
Apr. 11, 1950. 
Do. 
Nov. 4, 1954. 
Dec. 19, 1950. 
Apr. 11, 1950. 
Do. 

Do. 
Nov. 5, 1954. 
Apr. 11, 1950. 
Nov 5, 1954. 

1952, 
July 26, 1955. 
Dec. 
Nov. 


26, 1952 
26, 1956 
26, 1955. 
25, 1955. 
1954. 
Jan. 3, 1955. 

Aug. 21, 1956 
Oct. 11, 1956. 
Dec. 10, 1954. 
Apr. 7, 1952. 

Apr. 28, 1950 
Mar. 14, 1950. 
Oct. 18, 1956. 
Apr. 19, 1956. 
Jan. 3, 1955. 

Mar. 6, 1956. 


Do. 
Do. 


Aug. 11, 1955. 
May 28, 1956 
Mar. 10, 1955. 
Dec. 21, 1953. 


Aug. 23, 1954. 
June 8, 1950. 


Do. 
July. 30, 1952. 
Aug. 17, 1954. 
May 10, 1954. 
Aug. 28, 1952. 
Nov. 16, 1954, 
Dec. 13, 1954. 


_.| Sept. 30, 1954, 
Oct. 12, 1954, 


| Nov. 


Do. 
16, 1954. 





Exceptions to list of authorized items under provisions of par. 
Services Regulations, Dec. 


Wie adessnans 


Mailboxes. 
Hobby kits... 
Radio and TV antenna_- 


Children’s dresses, or suits or 


coats, gloves or shoes, 


Mate rnit y clothes. -...... 


Women’s house 
dresses ($10 limit). 

Class rings (Command 
General Staff School). 


Baby buggies, carts and other | 


baby supplies. 


Increased price limitations on 


electrical appliances, 


Expanded list at exceptionally 


remote locations. 


Limited expanded list at re- 


mote locations. 


1 Concession operated. 


and casual 


and 





| Travis AFB, 





| 906th 
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Installation 


| 
| 
Dugway Proving 
satellite) Utah. ! 
rt rg AFB (horticultural nursery) Muroc, 
Calif.! 
Fitzsimons Army Hospital, Denver, Cclo.!___. 
Edwards AFB, Muroc, Calif_.._. 43 
Wright-Patterson AFB, Dayton, Ohio__.- 
Travis AFB, Fairfield, % Yalif. 
Eglin AFB, Fla_. : 
Elisworth AF B, Rapid City, 8 8. 
Fairfield AFB, Spokane, Wash 


Grounds (Fort Douglas | 


sai Bs 


Fort Huachuca, Bisbee, Ariz___. 

Fort Lawton, Seattle, Wash___.._._. 

March AFB, Riverside, Calif - camutiall 

Fort Mason, San Francisco, Calif. eerie ae 

Oakland Army Base, Oakland, Calif__ 

Fairfield, Calif. ........ vabh<nenit 

Fort Leonard Wood, Mo_... 

YS. oe aval Ordnance Test Station, China Lake, 
Jali 

Moses Lake AFB, Wash 


U. S. Naval Ordns ance Test Station, China 
Lake, Calif. 

Fort Leavenworth, SEIN btext cima cnniceet Di caninailtitietsocen 
Fort Mason, San Francisco, Calif. ............-. 
Oakland Army Base, Calif...................-.. 
Naval air station, Chincoteague, Va__......-- dé) 
Patrick AFB, Cocoa, Fla__......-....- Saal 
We Oe Ps Oke Bac onc ccerledeccnmenthsbntirenk | 
Marine Barracks, Naval Mine Depot, York- 


town, Va. 

Aircraft Control and Warning, 
Marias, Mich. 

Loring AFB, Limestone, Maine 

Mountain Home AFB, Idaho 


Grand 


638th Aircraft Control and Warning Squadron, 
Curlew, Wash. 

762d Aircraft Control and Warning Squadron, 
North Truro, Mass. 

Fort Huachuca, Bisbee, Ariz 

Whiteman AF B, Sedalia, Mo 

77st Aircraft Control and W arning Squadron, 
Cape Charles, Va. 

739th Aircraft Control and Warning Squadron, 
Wadena, Minn. 

Marine Corps Air Station, Cherry Point, N. C.| 


Marine Corps Base, Camp LeJeune, 8. C_...-.-} 
Marine Corps Recruit Depot, Parris Isls and, 
N.C 


Marine Corps Supply Center, Barstow, Calif---. 





3-203, Armed 


31, 1956—Continued 


Date of initial authori- 
zation 


Oct. 12, 1954. 
May 1, 1956. 


Sept. 6, 1956. 
Sept. 30, 1954. 
Oct. 12, 1956. 
Aug. 7, 1952. 
May 8, 1950. 


_.| July 29, 1955. 


Sept. 7, 1954, 
20, 1956. 
Oct. 19, 1955. 
Dee. 12, 1949. 


and July 


| Sept. 22, 1955. 


July 28, 1952. 
Do. 
Aug. 7, 1952. 
Oct, 18, 1955. 


June 28, 1956. 


June 20, 1950. 


| June 25, 1956. 


Prior to February, 1950. 
Apr. 25, 1950. 
Do 


Mar. 5, 1956. 

Nov. 14, 1950. 

Sept. 4, 1952, and June 
3, 1954. 

July 24, 1956. 


Jan. 25, 1956. 
Feb. 1, 1955. 
Nov, 12, 1954, and Aug. 


28, 1956. 
Mar. 6, 1956. 


Do, 
June 19, 1956. 
Feb. 29, 1956. 
Mar. 6, 1956. 


Jan. 23, 1956. 


Mar. 28, 1952, and Dec. 
8, 1949. 
Oct. 21, 1949. 
Do. 


Aug. 24, 1951. 
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Tires* and batteries 








Army and Air Force: 


Aberdeen Proving Grounds, Aberdeen, Md 
Amarillo Air Force Base, Amarillo, Tex. 

Andrews, Air Force Base, Camp Spings, Md 
Ardmore Air Force Base, Ardmore, Okla 
Army Chemical Center, Edgewood, Md 
Barksdale Air Force Base, arenes | La 
i WS on ow caren mp nenawcce 
Fort Benning, Columbus, irate tit Stet t haaeacs 
Biggs Air Force Base, El Paso, Tex- 
Fort Bragg, Charlotte, N. C 
Brookley Air Force Base, Mobile, Ala 
Fort Campbell, Hopkinsville, Ky_- 
Carswell Air Force Base, Fort Worth, Tex_.............-- 
Dare Cees, weer Oneiies, Ark... 22-3 ences es 
Chanute Air Force Base, Rantoul, Il 
Charleston Air Force Base, Charleston, 8. C_.........---- 
Clovis Air Force Base, Clovis, N. Mex---.--_.--------- 
Connally Air Force Base, Waco, Tex 
Fort Devens, Ayer, Mass 


Donaldson Air Force Base, Greenville, 8. C a lait 
Dyess Air Force Base, Abilene, Tex _- 

Edwards Air Force Base (concession), Muroe, Calif. 
Eglin Air Force Base, Eglin Air Force Base, Fla-. 
Ellington Air Force Base, Houston, Tex.. 

Fort Eustis, Lee Hall, Va_--. 

Fairchild Air Force Base, Spokane, ‘Wash_- 

Fitzsimons Army Hospital, Denver, Colo_-. 

George Air Force Base (concession), V ictorville, Calif_. 
Fort Gordon, Augusta, Ga--- 


Grandview Air Force Base, Grandview, OI rn eet 


Greenville Air Force Base, Greenville, Miss ob 

Camp Hale, Colorado Springs, Colo_______---- 
Hanscom Air Force Base, Bedford, Mass_.._-- . 

Hill Air Force Base, Ogden, Utah __- 7 
Holloman Air Force Base, Alamogorda, N. Mex..._-.- 
Fort Hood, Kileen, Tex--_. ; 
Fort Huachuca (concession), Bisbee, Ariz_. 

Camp Irwin (concession), Barstow, Calif eee 

Fort Jackson, Columbia, 8. C 


Fort Dix (concession), Wrightstown, N. J_..---- Scat aicietmaaanel d 


Kinross Air Force Base, Kinross, “Mich. (see K. I. - Sawyer Airport) 


Fort Knox, Fort Knox, 4 SPE 
Lackland Air Force Base, San Antonio, Tex__- 
Lake Charles Air Force Base, Lake Charles, La. 
Langley Air Force Base, Hampton, Va- 

Larson Air Force Base, ‘Moses Lake, W ash__- 
Laughlin Air Force Base, Del Rio, Tex- 

Fort Lewis, Tacoma, W ash. 

Lockbourne Air Force Base, Columbus, Ohio. - 
Loring Air Force Base, Limestone, Maine_- 

Luke Air Force Base, Gle eT 
MacDill Air Force Base, Tampa, Fila oS . 
Malmstrom Air Force Base, Great Falls, Mont.__-- 
Mather Air Force Base, Sacramento, Calif. . 
McConnell Air Force Base, Wichita, Kans-_------ 
MeGuire Air Force Base, W rightstow n, N. J_- 

Fort Meade, Odenton, Md_..- 4 . 

Fort Monroe, Hampton, VO. «is. 

Moody Air Force Base, Valdosta, Ga 


Mountain Home Air Force Base, ’ Mountair ain Home, Idaho- ae 


Nellis Air Force Base (concession), Las Vegas, Nev 
Niagara Falls Air Force Base, Niagara Falls, N. Y 


Otis Air Force Base, Falmouth, Mass 
Parks Air Force Base, Pleasanton, Calif- 


Patrick Air Force Base, Cocoa, Fla 

Pinecastle Air Force Base, Pinecastle, Fla_. 

Fort Polk, Leesville, La_--- me 
Portsmouth. Air Force Base, Portsmouth, N. H-.....----- 
Presque Isle Air Force Base, Presque Isle, Maine.__.... 
Randolph Air Force Base, San Antonio, Tex----- it 


Red Canyon Range, El] Paso, Tex- ---- i hbase es 


Redstone Arsenal, Huntsville, Ala- icaabheilte skonibel 
Reese Air Force Base, Lubbock, Tex ccaieh j 
Fort Riley, Junction City, Kans--- 

Fort Rucker, Ozark, Ala_- ’ 

K. I. Sawyer Airport, Gwinn, Mich. _____- 

Scott Air Force Base, Bellev ille, Fae 


See footnotes at end of table. 


“| 
“| 


Date of 
initial 


Sept. 
Sept. 
Aug. 
Apr. 
June 
Oct. 

Oct. 

June 


Sept. 


Oct. 
Jan. 
Aug. 
July 
Dec. 
Jan. 
June 


Sept. 


June 
Dec. 


Mar. 


June 
June 
Dec. 


| May 
May 


Aug. 
Aug. 
May 
July 
Jan. 

Aug. 


Mar. 
Sept. 
Mar. 
Sept. 


July 
Aug. 
Dec. 


Sept. 


June 


Nov. 
Oct. 

May 
Sept. 
Dee. 
Nov. 
May 


4, 1954 
. 11, 1952 | 
. 27, 1950 
. 28, 1955 
. 29, 1952 
. 24, 1954 | 
. 18, 1950 | 


28, 1954 


authorization | 


| 


2, 1955 | 


3, 1950 
4, 1956 


7. 21, 1950 
. 17,1956 


11, 1951 
5, 1955 
29, 1955 


. 27, 1955 
y. 15, 1954 


5, 1951 | 
3, 1950 | 


| 12, 1952 
y 31, 1956 
y 14, 1951 | 


1, 1950 | 


y. 11,1951 
y 23, 1952 


13, 1951 


3, 1954 | 


9, 1956 
12, 1956 
22, 1955 


21, 1954 | 


21, 1956 
19, 1956 
13, 1951 
6, 1955 
17, 1950 
14, 1951 


24, 1954 | 


17, 1956 
18, 1955 
24, 1951 
30, 1952 
7, 1955 
25, 1952 
8, 1951 
8, 1954 
25, 1951 


10, 1954 | 
12, 1954 | 


13, 1951 
3, 1954 
21, 1955 


12, 1952 | 


5, 1954 | 


24, 1956 
22, 1950 
23, 1952 


27, 1951 | 


28, 1952 
3, 1954 
9, 1956 

26, 1951 
8, 1954 

28, 1955 
6, 1955 
1, 1952 

17, 1956 

21 1951 
6, 1950 

13, 1956 

11, 1950 
5, 1954 

13, 1956 

22, 1950 
7, 1956 


17, 1956 | 


Total units sold 
3 months ended 


Mar, 31, 1957 


52 
9 
246 
23 


159 


(?) 


87 | 





| ‘Tires _ | Patties 
| 


(') 


) 


30 
19 
$1 
48 
10 
66 
40 
56 
54 
114 
10 
56 
5 
6 
74 
32 
20 
21 
47 
60 
9 


24 


32 


156 


36 
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Tires* and batteries—Continued 


Total units sold 











Date of 3 months ended 
initial Mar, 31, 1957 
Gees SS 
| | Tires | Batteries 
| it \. a ae 
Army and Air Force—Continued | | 
Sewart Air Foree Base, Smyrna, Tenn... --- ik _...| Dee. 29, 1950 | 90 35 
Shaw Air Force Base, Sumter, 8, C_. ee) 638 | 47 
Sheppard Air Force Base, Wichita Falls, Tex.- ocucccesecowe! BADe Sp leeD 76 48 
Fort Sill, Fort Sill, Okla : Oct. 28, 1955 | 31 10 
Stead Air Foree Base, Reno, Nev. ’ , Nov. 24, 1954 2 9 
Fort Stewart, Say push, Ga. _a---------| Oct; 9, 1951 | 96 | 54 
Travis Air Force Base, Fairfield, Calif.- | Apr. 5, 1951 97 | 88 
Turner Air Force Base, Alb: any, Ga_-_- --| Dec. 21, 1956 | 131 | 10 
Two Rock Ranch, Petaluma, Calif.__- ; ‘ | May 2, 1956 7) 2 
Tyndall Air Force Base, Panama City, Fla. he |} Aug. 10, 1950 470 | 88 
Vance Air Force Base, Enid, Okla_ -- | July 1,1954 | 31 | 8 
Westover Air Force Base ( concession), Chicopee F: alls, Mass....| Jan. —, 1955 | 62 78 
West Point, West Point, N. Y_._... sab dic den edd else 2 AL Oct. 20, 1950 | 20 17 
Whiteman Air Force Base, Sedalia, Mo. sancnavel. Ove . eet 75 42 
White Sands Proving Groun: 1, W hite ands, i; | Jan. 30, 1950 46 42 
Williams Air Force Base, C handler, eee onde | July 2, 1951 50 34 
Wore Rare Wh OOd, TOMA. BEG... ccccccaccccuécccocencesa ; Oct. 45,1950 410 &3 
Yuma Test Station, Yuma, Ariz............-.-- i edo - Sept. 24, 1954 12 13 
Total Army and Air Force............-..- es See se we oe dene oot mee 8, 577 3, 784 
Marine Corps: 
Naval Mine Depot, Yorktown, Pa._........- Soddeletcwcaul waa 2 lee 15 6 
Marine Corps Air Station, C he try Point, N. C. scaudecssac| ae ae 388 126 
Camp Lejeune, N. C scbieaedomtenenl Main eee a 139 | 113 
Marine Corps Recruit De “pot, Parris Island, B: @sn3-- : eS a5} 109 | 102 
On Fe Go 4 8s, 5 dnlis ne nub aiieo dds baviedduee Dee, 21, 1949 | 641 5 
Marine Corps Supply Center, Barstow, Calif::..............--.- Aug. 24, 1951 | 21 23 
| mamma a eT 
ee BENG 5 ih Sa Aide cbdi neudactiatsaviddsccdecdcsts lh baead ie] 1, 318 728 
Navy: 
Naval Ordnance Test Station, Inyokern, Calif................. _.| Oct. 12, 1950 93 88 
Naval Air Station, Chincoteague, Va__..........-...-- secs ele Mar. 5, 1956 47 27 
Naval Auxiliary Air Station, Whiting Field, Fla_...............- May 16, 1956 41 13 
Dweal NOVY... .....<..- ced cc enc esos fein: fei ei Ts Si 181 128 


1 Included with Loring Air Force Base. 
2 Included with Kinross Air Force Base. 


Sales of tires and batteries by exchanges authorized under par. 8-203 of Armed 
Services ee Regulatious 








Tires! | Batteries 
Total sales for all services, 3 months (Jan. 1 to Mar. 31, 1957) ‘ 10, 071 4, 640 
I SES 8, 577 3, 784 
NINA EO ne ee geal 1, 313 728 
Estimated annual unit sales for all services 2....------------- vnigenhieniaren 40, 284 18, 560 


1 New tire sales. 
2 Quarterly sales times 4. 

Mr. Putter. Then also I think we should have some up-to-date 
figures on your exchange business, and would be glad to have that for 
the record. 

You will recall that during the 1949 hearings—and you certainly 
have had occasion to make reference to the agreements reached at that 
time—there were several tables setting forth the financial statements 
of the various exchanges. I think it probably would be helpful to us 
if we had an up-to-date statement of your operations. 

General Parks. I am prepared 

Mr. Prien. Broken down by category with respect to the various 
services. 
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General Parks. I am prepared to provide the committee that infor- 
mation today, Mr. Chairman. 
(The information is as follows :) 


Army and Air Force Exchange Service domestic balance sheet, June 30, 1956 


Assets: 
Current assets: 
eee EE. oe initia en iam delineate $25, 326, 412 
bited Btates: Treasury bills... jenctin quenssinaowwinnns 3, 977, 869 
NINE I ac cectenereereriew mci prentr ernest he dlaas tients 1, 111, 333 
Neen ee en ene ne ne eee ee conn com nat arasniteneees 20, 852, 276 
ED RULE Dn aonb caiebhants 43, 724, 648 
I IIE MI i. aiadisnnsen ares ainsenerenennsibeeen panainaiain Gib euelis a 140, 995 


Sn, eee eembibibiks olaustslabignee Siac 95, 133, 533 


Fixed assets: 
Buildings and improvements, furniture, fixtures, and 


Ide 5B phd dinctnne meceencnsere arepensqunse ian pht ident her dbuiictig 58, 409, 715 

Less: Reserve for depreciation............... 1... 38, 797, 993 
GE I etic ccaarccananonsncatttsws see 19, 611, 722 

Sa I sien en sna caren vee cncnintinn peameetsiweiheinimen 1, 808, 488 
I a a scieieeicinhlgaaaiibhil leech meat 116, 553, 693 


Liabilities : 
Current liabilities: 














a eciesnlenaeecieoe abemadtion 16, 075, 086 
sca ani lear ceneiibinaia as 20, 619, 538 
I nn a as nn nl ee 3 Ske 1, 415, 055 
I bias pcan entcimibenipuniom 9, 406, 212 
Sn ne ectrieemanditenoes 47,515, 891 
Deferred liabilities: Undistributed profits: 
i ese Saale platter agli htiaadhiacdii canton 9, 432, 720 
Tee enh eiee miners allie Sth Aaebeaied 5, 800, 371 
a, a cecresncpivasidaleaginsineianatenantnapiied tener 15, 233, 091 
Reserve: Reserve for insurance losses___________--___-______ 2, 000, 000 
Ri gh ca a oe i Se GE Uke en ceeme 51, 804, 711 


Total liabilities, reserve, and net worth________-_____----_- 116. 553. 693 
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Navy Exchanges Condensed Balance Sheet as at June 25, 1956 


ASSETS 
Current assets: 

Dag RGs bb xnecneenesedace<oesecduans«-bent ne-hbae~ $10, 065, 935. 31 
Government. securities... -.ne-esmadénhieh—wenesinbiswaivig 6, 931, 410. 60 
Less: appropriated to self-insurance fund____---..-~~..-. 4, 622, 560. 75 
2, 308, 849. 85 
PUI T DROOIV OTE ai. ncuctningmigintcciepuaiunbinnn invitees 999, 118. 70 
Merchandise inventories......<~.s6+.-s<3<siiiemen onan 25, 595, 646. 70 
III senescent severe cnntitinenngh cap ltd oiled th Latah ies ee, tied 88, 969, 550. 56 

Self-insurance fund: Government securities appropriated from 
Pinctiahee Funds. isn nscccns ckisnsmasotbensnsde-pativet—-eai< 4, 622, 560. 75 
Virol) RORNG.. —..nnonddcnnneteusndcibedi.vsieuess<lnagindne 15, 916, 154. 89 
Tees - reserve for depreciation....g.o.c.<on< cennctncnsunceccsnn 9, 504, 766. 54 





6, 411, 388. 35 
ee eee stich ebeitceliiaitaaied aii binicasele eunpeencooiil 801, 683. 89 
50, 805, 183. 55 


LIABILITIES AND NET WORTH 
Current liabilities: 


SR NG oo sscisiesliahiticrinitssininrcisoeneremniarmimmenantiiabelices. bess 14, 265, 382. 30 
Profits payable to central and local recreation funds___--~- 2, 015, 783. 39 
Distribution of earned capital to Bureau of Naval Personnel. _1, 000, 000. 00 
Miscellaneous payables and accruals___------------------ 3, 270, 790. 81 


20, 551, 956. 50 


Reserves : 
RE I “CY ss dis nai Glin ace nice giits pi ttt etc cs 4, 622, 560. 75 
CR CIN i. csccnnsstiiihsseseteilleejatctig teidiagiadncmsasiiaiennobicaismenaa ene 1, 702, 092. 93 


6, 324, 653. 68 


Net worth: 


meamtived at. takeover... bon Barwell 14, 130, 562. 57 
I NN iii tsk irae ctsisciceiinen tease enimaainaasbiaminadaap 4, 482, 669. 16 
18, 613, 231. 73 

Capitalization of fixed asset equipment __..._..._.__-_____-__ 5, 315, 341. 64 
Que 


TO uns ced ertneeeustiiebinasineged aw aaieniglices ws celenieiae teeta 50, 805, 183. 55 
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Balance sheet, Marine Corps Exchange Service, May 27, 1957 


ASSETS 
Working assets: 
Cena Gemk-ened on hand ooo ccc ccc cmscocun $4, 306, 100. 74 
Tee nn nen inmivammsieat himereretiednmuteomersns 246, 314. 98 
Loans receivable (Reserve units)...........2.....---_--- 16, 975. 36 
mone interest receivable... i oe ls 4, 223. 75 
Inventory, merchandise, and supplies_.__._._._._._...__.__..-._-~- 6, 710, 260. 14 
I siendnuthaniaiiesioerateans 105, 287. 99 
II, SURODUNIR ROO on oo = oc cee ccccauccewe deus 15, 138. 86 
Prepaid maintenance contracts_.__.__._..--.------_---------- 4, 327. 49 
I R _ eininssbiniebibantspounapenennance 56, 353. 20 
Prepaid shipping and handling charges__._...-.---.----~- 2, 441. 16 
TORR) WORMS (ORROE TOUS Soir oe Jusuiiele le lube 11, 467, 423. 67 
Other current assets: United States Government savings bonds... 2, 515, 574. 00 
Property: Real and personal property (book value)... _--- 1, 672, 100. 19 
FERRE aR Ee Sc 15, 655, 097. 86 


Current liabilities : 


Reserves: 





I co lash inhieaeiainlaneniph ont 1, 918, 742. 81 
Unredeemed coupons and customers’ deposits_____-_-_-____-~~ 46, 751. 57 
een: O60 G60k LORVO... Ww ec eee 12, 535. 54 
NEE GO cc thee LL SL Bd LULL eee 811. 44 
i a casasiemebeien able ciieneiusiaianitnanamevanimeatbb le sauks 1, 978, 841. 36 
RESERVES AND CAPITAL 
II tence a 703, 398. 40 
sive i tnerci nia gine NSiomens en een 49, 198. 66 
I co inci aicaliaenietineeren 921, 865. 89 
Reserve for operations (mobilization) ~..._---.---.----_---- 2, 970, 152. 40 
I ine leip ccc 4, 644, 615. 35 
I Bc cetdnesiccentarinv ores <n eicinsmcincnopererarmicnciacsmrerss 9, 081, 641. 15 
enn RIS RN tte tremens 13, 676, 256. 50 


Total liabilities, reserves, and capital__.._.___---_-------- 15, 655, 097. 86 
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Mr. Puizer. I think your statement has been helpful to us, and 
I want to express my own and the committee’s appreciation of it. 

General Devereux, do you have some questions ? 

Mr. Devereux. No. 

Mr. Puriiprn. Mr. Huddleston ? 

Mr. Huppiesron. With regard to this item of baby furniture, you 
mentioned that initially the various retail associations agreed to the 
itemization of certain articles of baby furniture to be included ‘in the 
items carred by the servee exchanges, and then at a later time the 
National Retail Dry Goods Association withdrew from this arrange- 
ment. 

In the initial agreement what other associations accepted this 
arrangement for the particular items? 

General Parks. The Furniture Association, and the American Re- 
tail Federation, who are the only other two who I believe have a sub- 
stantial interest, and the Dry Goods Association. 

If you will refer to the list of representatives present at the meet- 
ing, which is contained in your folder as exhibit B, that will give you a 
list of the representatives of the retail associations who were present, 
and all representatives indicated at that meeting their agreement 
with this paricular item. 

Mr. Huppteston. Of course, most of these wouldn’t be concerned 
with baby furniture—tire dealers, jewelers, and so on, but the National 
Retail Furniture Association would be concerned with it. 

General Parks. Very definitely, and as I mentioned in my state- 
ment, they were particularly helpful and cooperative in the develop- 
ment of the specific list, and the establishment of the cost price limita- 
tions thereon. 

Mr. Huppieston. Does the National Retail Furniture Association 
still accept this initial agreement ? 

General Parks. Yes, sir; they do. 

Mr. Smarr. If I may interrupt, I have been advised by a representa- 
tive of that association that they will submit a statement for the record 
reiterating their approval of the itemized list of baby furniture. 

Mr. Hupptxston. Now, the American Retail Federation also made 
the initial agreement. Are they still of that same mind? 

General Parks. It was my impression that they were. However, 
I would prefer to defer that question to the representative of that 
association. 

Mr. Huppteston. It probably would be best to let them speak for 
themselves. 

I have no further questions. 

Mr. Pumern. Mr. Bray. 

Mr. Bray. One question. 

This amount, is that what you sell them in the exchange for, or is 
that the wholesale price that the exchange pays for them ¢ 

General Parks. That is the price we pay for the item, sir, the limita- 
tion on the-price we pay. 

Mr. Bray. That is all. 

General Parks. Mr. Kitchin. 

Mr. Krrenry. I believe you said you had available there some 
figures with reference to the business conducted since the deviation 
with reference to tires and batteries being placed in some exchanges. 
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Can you give us the total amount of the sales for tires and batteries 
since that deviation was put into effect : 

General Parks. Yes. sir. At the exchanges that we have authorized 
to sell tires and batteries ? 

Mr. Kircnin, Yes. 

General Parks. During the fiscal year 1956, the total number of 
replacement tires sold at these exchanges which are authorized to sell 
them is estimated to have amounted to approximately 66,000 units. 
I will translate that into dollars in a moment, sir, if I may. 

I might, at this point, point out, for the benefit of the committee, 
that during, 1956 the total shipments of replacement tires in the 
United States amounted to 62,145,000 units. Thus our tire sales 
at our exchanges in 1956 amounted to about one-tenth of 1 percent of 
the total replacement tires shipped in the United States, and it is 
estimated that if we were authorized to stock tires in all of our ex- 
changes our annual sales would increase to approximately 101,000 re- 
placement units, or about one-sixth of 1 percent of the total replace- 
ment sales in the United States. 

(The following information was obtained from the exchanges sub- 
sequent to the hearing :) 

Actual sales of tires for the months of January, February, and March 1957 
for all service exchanges were 10,071. Projected over the entire year total 
sales will reach slightly over 40,000 tires. On the same basis it is esti- 
mated that if ail exchanges are authorized to stock tires, sales will total 84,500 
units. 

Mr. Krreutn. At this point, when was this deviation put into effect 
with reference to tires and batteries? When was the first authoriza- 
tion made ¢ 

General Parks. It began almost immediately after the conclusion 
of the 1949 hearings. This authorization was granted October 21, 
1949, at two Marine Corps installations: Camp Lejeune, N. C. and 
Parris Island, S. C. 

Mr. Krrcnin. It was subsequent to the hearings? 

General Parks. It was subsequent to the 1949 agreement. 

Mr. Kircnin. And how about batteries ? 

General Parks. In the case of batteries, at these same exchanges 
that are authorized under this exceptional authority to sell tires, dur- 
ing 1956 they are estimated to have sold approximately 14,000 replace- 
ment units, and the total shipments in the United States amounted to 
25,014,000 units. Thus our sales amounted to approximately one- 
eighteenth of 1 percent of the total United States volume, and again 
we estimate that if all of our exchanges were authorized to sell bat- 
teries that our total annual sales would increase to about 23,000 units, 
or one-eleventh of 1 percent of the national volume. | 

These figures, by the way, Mr. Congressman, which I quoted on the 
national volume, are derived from the United States Department of 
Commerce survey of current business, March 1957. 

(The following information was obtained from the exchanges sub- 
sequent to the hearings :) 


Actual sales of batteries for the months of January, February, and March 1957 
for all service exchanges were 4,640. Projected over the entire year total sales 
will reach 18,560 batteries. On the same basis, it is estimated that if all ex- 
changes are authorized to stock batteries, sales will total 38,957 units. 
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Mr. Krrcutn. One more question, General: With reference to tires, 
do you have an average cost per unit of the type tire that you have 
been seth pg. jn the exchanges where tires are authorized ¢ 

General Parks. I believe that our average selling price at all of our 
exchanges that are authorized to sell tires would be approximately $15. 

Mr. Kirenin. And then the markup on that to the serviceman is 
what? 

General Parks. The $15 figure would be the selling price. I believe 
I am correct in that. 

Now, the markup on tires, I will have—schedule 3, a 1214 percent 
markup. 

Mr, aie To a $15 selling price? 

Colonel Satter. Twelve and one-half percent, sir, on the actual 
— price. A cost item of $15 would sell in round figures for about 

18. 

Mr. Krrcutn. And on batteries? 

General Parks. Twenty-dollar sales price. 

Mr. Puirern. Perhaps you can submit that data for our record at 
a later date. 

(The information requested is as follows :) 

Based on actual sales by exchanges for the months of January, February, and 
March 1957, the unit selling price for tires was approximately $22 and the unit 
selling price for batteries was approximately $15. These selling prices on tires 
and batteries include a markup of 12% percent. 

Mr. Purern. Are there further questions? 

Mr. Satarr. May I ask a question for the record, Mr. Chairman? 

Mr. Putern. Yes. 

Mr. Smarr. At the time of the 1949 hearings it was developed that 
the profits from the operation of post exchanges and Navy ship’s serv- 
ice stores generated about 80 percent of all of the money that was 
devoted to recreation and welfare funds for the service personnel, 
thereby making it necessary for the Congress to appropriate not to 
exceed 15 to 20 percent of those required moneys. 

As a result of the limitations which were imposed in the 1949 agree- 
ment there was undoubtedly a reduction in the amount of money which 
went to the recreation and welfare funds. Could you say, now, what 
percentage of recreation and welfare funds are paid through the profits 
of the post-exchange operation? Do they generate 70 percent now, 
or more, or less, or what ? 

General Parks. I am sorry, Mr. Smart, I cannot give a percentage 
figure on that. I can give the amount of funds that have been derived 
in the form of profits from our exchanges that have gone into our 
recreation and welfare programs. 

Mr. Smarr. There must be an item in the current defense appro- 
priation bill for recreation and welfare funds. That item, plus the 
profit generated through your operations, would obviously be the sum 
devoted to recreation and welfare funds. 

General Parks. That is correct. 

Mr. Smart. I think it would be a most pertinent item to include 
in the record if you or your associates would-be kind enough to do so. 
General Parks, We would be happy to submit that. 

(The information requested is as follows :) 
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Mr. Puierm. Thank you for your splendid statement, General 
Parks. Weare grateful to you. 

We have with us some representatives of the retail industry, some 
of whom have appeared before our committee on other occasions, and 
some of whom have participated in these conferences. 

I think Mr. Rowland Jones may be here, president of the American 
Retail Federation. ; 

Would you come forward, Mr. Jones? 

You may proceed with your statement, Mr. Jones. We have been 
looking forward to having your views on this very important matter, 
so you may proceed in your own way and give the committee the benefit 
of the information which you have. We are very glad to hear 
from you. 

Mr. Jones. Thank you. 

My name is Rowland Jones, Jr. I am president of the American 
Retail Federation, with offices at 1145 19th Street, NW., Washington, 
D.C. 

The American Retail Federation is a federation of 88 statewide 
retail associations and 32 national retail associations, representing 
through their combined membership more than 700,000 retail outlets. 
The names of the member associations of the federation are: 


State Associations: 
Alabama Council of Retail Merchants, Inc. 
Arizona Federation of Retail Associations. 
Arkansas Council of Retail Merchants, Inc. 
California Retailers Association 
Colorado Retailers Association 
Delaware Retailers’ Council 
Florida State Retailers Association 
Georgia Mercantile Association 
Idaho Council of Retailers 
Illinois Federation of Retail Associations 
Associated Retailers of Indiana 
Associated Retailers of Iowa, Inc. 
Kentucky Merchants Association, Inc. 
Louisiana Retailers Association 
Maine Merchants Association, Inc. 
Maryland Council of Retail Merchants, Inc. 
Massachusetts Council of Retail Merchants 
Michigan Retailers Association 
Minnesota Retail Federation, Inc. 
Mississippi Retail Merchants Association 
Missouri Retailers Association 
Nebraska Federation of Retail Associations, Inc. 
Nevada Retail Merchants Association 
Retail Merchants’ Association of New Jersey 
New York State Council of Retail Merchants, Inc. 
North Carolina Merchants Association, Inc. 
Ohio State Council of Retail Merchants 
Oklahoma Retail Merchants Association 
Oregon State Retailers’ Council 
Pennsylvania Retailers Association, Inc. 
Rhode Island Retail Association 
Retail Merchants Association of South Dakota 
Retail Merchants Association of Tennessee 
Council of Texas Retailers’ Association 
Utah Council of Retailers 
Virginia Retail Merchants Association, Inc. 
Associated Retailers of Washington 


West Virginia Retailers Association, Inc. 
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National Associations 
American National Retail Jewelers Association 
American Retail Coal Association 
Associated Retail Bakers of America 
Association of Family Apparel Stores, Inc. 
Institute of Distribution, Inc. 
Limited Price Variety Stores Association, Inc. 
Mail Order Association of America 
National Appliance & Radio-TV Dealers Association 
National Association of Chain Drug Stores 
National Association of House to House Installment Companies, Inc. 
National Association of Music Merchants, Inc, 
National Association of Retail Clothiers & Furnishers 
National Association of Retail Grocers 
National Association of Shoe Chain Stores 
National Council on Business Mail 
National Foundation for Consumer Credit, Inc. 
National Industrial Stores Association 
National Jewelers Association 
National Luggage Dealers Association 
National Retail Dry Goods Association 
National Retail Farm Nquipment Association 
National Retail Furniture Association 
National Retail Hardware Association 
National Retail Tea & Coffee Merhcants Association 
National Shoe Retailers Association 
National Sporting Goods Association 
National Stationery & Office Equipment Association 
National Tire Dealers & Retreaders Association, Inc. 
Retail Paint & Wallpaper Distributors of America, Inc. 
Super Market Institute, Inc. 
Women’s Apparel Chains Association, Inc. 


The following member of ARF has taken no formal position on 
this issue: 
National Association of Food Chains 


In 1949 a subcommittee of the House Committee on Armed Services 
was authorized to investigate the operation of post exchanges, ship’s 
service stores, etc., to determine the extent to which these facilities 
were necessary, and whether the system was being abused by either 
service or civilian personnel. The subcommittee held hearings in 
April, May, and June 1949, at which a substantial amount of retail 
testimony was submitted. The subcommittee drew up a list of author- 
ized resale items for exchanges based on the evidence given by retailers 
and by representatives of service exchanges. This list was agreed to 
on the part of the services, in a letter dated August 1, 1949, signed by 
John 7. Koehler, Assistant Secretary of the Navy. Final approval 
of the list by the full committee was made October 1, 1949. The 
acceptance of this list by the services has been referred to as the “1949 
agreement.” 

Prior to the 1949 agreement the American Retail Federation had 
adopted a policy on post exchanges, ship’s stores, and so forth. This 
policy was reviewed and unanimously reaffirmed at the annual meeting 


of the federation in April 1956. 
The policy reads as follows: 


As a basic principle retailers have recommended that the Federal Govern- 
ment should not engage in business activities which compete with private enter- 
prise. These activities constitute unfair competition with the citizens of the 
United States. 

The American Retail Federation recognizes and supports the policy of our 


military forces to provide post exchanges to sell small items of convenience 
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and necessity, and provide other services for members of the armed forces. 
However, such sales and services should be limited to military personnel except 
in isolated locations where private facilities are not available to civilians, 

It will thus be noted that the policy on post exchanges is an excep- 
tion to the broader terms of the general policy on Government compe- 
tition with private enterprise. Members of the American Retail Fed- 
eration feel that under these circumstances they should examine 
with minutest care all proposals such as the present one to expand 
the list of items which the 1949 agreement set forth as being those of 
convenience and necessity which could be sold at post exchanges. 
They felt at the time, and they feel now, that the 1949 agreement was 
a generous one and offered ample room for the exchanges to fulfill 
their true function, which as the committee found in 1949 was— 
to provide a convenient and attractive source of items of convenience and com- 
fort and thereby maintain a spirit of community life and high morale. 

The members of the American Retail Federation feel, moreover, 
that the addition of new items to the authorized list, even in cases 
where such addition may fall within the spirit of the 1949 agree- 
ment, will serve as an excuse for the exchanges to seek the addition 
of still further items, which could, by no stretch of the imagination, 
be said to come within the spirit of the 1949 agreement. There is 
already some evidence to the effect that some of the limitations in the 
present authorized list have been most generously interpreted by the 
exchanges. 

Following this general statement of retail policy—and, Mr. Chair- 
man, I limit myself to this type of testimony for this present pur- 
pose—individual members of the American Retail Federation will 
present to the committee their views on the proposed changes to the 
1949 list, affecting their particular segment of retailing, which they 
believe would be contrary to the agreement entered into between this 
committee and the armed services, together with their views on some 
of the interpretations of this list by the service exchanges which they 
believe are contrary to the spirit, if not the letter, of the 1949 agree- 
ment. 

Now, Mr. Chairman, the American Retail Federation as an organ- 
ization has this policy. When we come to the situation where the mili- 
tary proposes additions, it then becomes the prime function of the 
members of the American Retail Federation, the various national 
groups in particular, to examine the impact of the various proposed 
additions on the operation of the members of that particular part of 
the retail craft. 

I do not, and the American Retail Federation does not, undertake 
to dictate in any way what their attitude should be, but I sat through 
all of the meetings with the military. General Parks is correct that 
they were friendly and cordial, and I think, overall, the retail 
‘groups that agreed to a long list of additions, both in items and in 
cost limitations—a long list which in the aggregate I considered to 
be a very, generous concession—and in most of these areas they very 
largely correct the difference in the price level changes which have 
occurred since 1949. 

It is my personal opinion that when we go beyond the areas circum- 
scribed in the 1949 agreement, which, as the chairman will recall, was 
given a tremendous amount of study, when we go beyond that to any 
substantial degree into new areas of products, then [ think it repre- 
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sents a partial abandonment of the agreement in 1949, and on that 
basis we cannot help but wonder that if, after the important con- 
cessions already nals by retail groups in this particular situation, 
it is further expanded into large volume areas, such as sports coats, 
children’s clothing, tires, batteries, and so forth, it is abandoning 
the 1949 agreement to a very large degree, and raises questions again 
in our minds that if the committee should, in its wisdom, accept the 
full recommendation of the military over and above the substantial 
agreements and concessions reached, then we cannot help but wonder 
whether there will not be then the impelling motive created to go 
back before this committee again and again, to constantly expand, 
because in the interpretation of “convenience and necessity” the 
phrase in 1949 meant those to be limiting phrases, in my opinion. 
I think that that was the reason in which the words were considered, 
but when we go into full-line stocking of many items that every fam- 
ily in America buys, then I think we are going far beyond necessity, 
because most service personnel are in easy proximity to our major 
shopping centers, and our minor shopping centers, and from an in- 
dustry in which the competition is the keenest today that it has ever 
been in the history of this country. 

I think, Mr. Chairman, that concludes the comments that I would 
like to make. 

Mr. Puiiein. I want to commend you for your comments, and your 
attitude, and particularly to express the appreciation of this com- 
mittee for the splendid work that you did in coming to agreement 
on so many of these items that were in dispute. I think that it was 
a great and striking triumph for the procedure in this matter, that 
you have been able through voluntary conferences to come to agree- 
ment on so many of them, with only four items remaining where there 
is difference of opinion. 

It is my hope, and I think the committee’s hope, that perhaps 
before the hearings conclude we will be able to resolve them on the 
same voluntary basis and in the same spirit you have managed to 
come to agreement on so many of the items concerned. 

I need not say to you, sir, we are fully conscious of the viewpoint 
you have expressed here in behalf of your membership. When you 
came to us back in 1949 and complained about these abuses we went 
into these matters very carefully and very thoroughly, and we came 
up with findings which I think substantiated many of the complaints 
and protests that you had made at the time, and we found there was 
competition which we regarded to be unfair in some particulars, and 
we did our best to bring about an agreement with the Armed Forces 
which would eliminate the main points of controversy—the main 
abuses which you brought to our attention. 

I think in this instance, if we could try to confine ourselves to 
a discussion, perhaps, of the items that still remain in controversy, 
or about which there are differences, at the same time feeling quite 
satisfied with the progress that we have made, and with the substantial 
agreement we have come to on so many of these other items, that that 
may be the best opportunity for arriving, through voluntary agree- 
ments, at some mutually satisfactory arrangement, and that is what 
would be our hope, if we can achieve it. 

We appreciate the viewpoints of your membership on these particu- 
ar items. 
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Did you have an associate with you who will present your view- 
points regarding the items in dispute? 

. Mr. Jones. I think Mr. Smart has the agenda of the federations 
who will present the picture as to their views in their particular area 
of retail. 

Mr. Putter. So this concludes your statement? 

- Mr. Jones. Yes, sir. 

You have reminded me of one other point, if I might make it, sir. 

The four areas of disagreement, after this long string of substan- 
tial. agreement, I think are areas of disagreement because they in- 
volve products and commodities that are very important volume items 
to a very large number of retail stores. You are going into the area 
where you are getting into the real bread and butter of a great many 
outlets in this country, and I think that is the only reason for the 
area that remained in disagreement, and that is the basis for the 
anxiety of the people who will testify in those areas. 

Mr. Puen. We are glad to have your statement, and will be 
glad to hear from the other gentlemen here to testify. 

Do you have questions? 

Mr. Deverevx. I would like to congratulate Mr. Jones on arriving 
at some agreements. 

On page 3, paragraph 3, I would just like to clear up one little 
point there. 

Mr. Jonrs. Of my statement, sir? 

Mr. Devereux. Yes, sir. 

These activities constitute unfair competition with the citizens of 
the United States. 

I am not to infer that the people in the military service are not 
citizens, am I? 

Mr. Jones. No; certainly not. 

Mr. Devereux. Now, do not reailers give substantial discounts to 
people employed in retail enterprise? 

Mr. Jones. You are talking about the employees of the retail stores? 

Mr. Devereux. That is right. 

Mr. Jones. Historically, part of the compensation of retail-store 
employees has been price concessions to the employees in the area 
of goods sold by the particular store; yes, sir. 

Mr. Drverevux. Now, in the case of overcharging—and that is true 
in some instances, I am sure, in the towns surrounding a military in- 
stallation—what has the retail association done to try to police that, 
on their own? 

Mr. Jones. Well, Mr. Devereux, there isn’t any possible way for 
the industry in any organized way to move into the area of prices 
charged by the individual retail store. The problem of what is an 
overcharge is one that is hard to define. Undoubtedly there will be 
stores not only-in proximity to a military installation, or under some 
other emergency circumstance which might take advantage of a sit- 
uation and make prices higher in some instances than they would 
otherwise do, but that can only be transitory. It is self-defeating. 

The retailer that does that with military personnel in the area of 
the installation is just being completely stupid, and in my view does 
himself more harm than good, and the penalty comes back because 
he quickly gets the reputation for the overcharge, which becomes 
public knowledge. 
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Mr. Devereux. However, having a post exchange that might be in 
competition with such a retailer would be a factor in reducing his 
prices to a reasonable minimum, would you agree? 

Mr. Jones. Yes, I think it would ‘have that effect, but bear in mind 
that no retailer could possibly meet the prices charged by the post 
exchanges and stay in business. 

Mr. Devereux. Now, are you familiar with the markup on tires 
and batteries ¢ 

Mr. Jones. No, I am not,sir. Iam not an expert in any commodity 
or price lines in this area. I think you have a witness coming that 
will be fully qualified to answer that question. 

Mr. Devereux. You would not be in a position, then, to say how 
many suppliers of tires and batteries have gone into business near a 
military reservation subsequent to the 1949 agreement ? 

Mr. Jones. We would have no information whatever on that. 

Mr. Devereux. Would possibly the next witness answer that? 

Mr. Jones. They would have some understanding of what has hap- 
pened, and probably in some detail. 

Mr. Devereux. I am sure that as a very patriotic organization you 
realize that some of these things that are given to the servicemen con- 
stitute 2 fringe benefit which encourages them to stay in military 
service 

Mr. Jones. I think that is undoubtedly correctly called a fringe 
benefit. 

Mr. Devereux. That is all. 

Mr. Puitarn. Mr. Huddleston. 

Mr. Huppieston. Yes, a couple of short questions. 

Mr. Jones, we appreciate your coming up here this morning and 
presenting the general policy of the American Retail Federation to 
the members of the committee. 

I would like to ask you just a few questions about this conference 
that was held, or this series of conferences held over at the Pentagon. 

Were you authorized to appear and to participate in those confer- 
ences by the members of the American Retail Federation ¢ 

Mr. Jones. Yes, sir; under the policy that I just read, I think it is 
practically a duty to make the reste of the Federation known. 

Mr. Huppieston. Were you authorized to appear and participate 
in the conferences, and to enter into agreements in these fields with 
the officials of the various services, the representatives of the various 
military services? 

Mr. Jones. Generally speaking, as president of the American Retail 
Federation—and I am searching for the term—friend of the court 
comes pretty close to it. The other national associations, those 
members that are members of the ARF, the people who had the facts 
in their own business areas knew the judgment of their own people, 
and I wouldn’t inject myself into taking sides where there was some 
difference of opinion. 

I would simply be, and was, as a bystander, bound by the terms pre- 
sented to you, but, generally speaking, our national associations are 
sovereign in their own right when a question of this type comes up. 

Mr. Huppieston. In other words, in these conferences you would 
be classified as more or less in an advisory capacity ¢ 
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Mr. Jonxs. I think that is right. I welcomed the areas of disagree- 
mene but I took no sides on the areas as an individual in the areas in 

ispute. 

Mr. Huppixsron. And in your position as president of the Amer- 
ican Retail Federation you didn’t enter into any agreements with 
the representatives of the military services with regard to any of 
these items, either those that were agreed to or those that were dis- 
agreed to? 

Mr. Jonzs. Well, there was a represetative number of national asso- 
ciations in the federation who have primary interest in this issue. A 

ood many of the associations have little or no interest in this area, 

ut those representatives were there, and as far as I was concerned 
they were the spokesmen from the area in the American Retail Fed- 
eration membership that had an interest in the proceedings. 

Mr. Huppixeston. What I am trying to get at, in connection with 
the matter of baby furniture, the statement was made that the Amer- 
ican Retail Federation agreed to the itemization of these articles of 
furniture which were originally agreed to by other retail organiza- 
tions, and then later the Retail Dry Goods Association withdrew from 
that agreement. 

It was stated that the American Retail Federation had entered that 
initial agreement and was still standing by it—that is what I am 
getting at, whether you have authority to enter into any agreements. 

Mr. Jones. That is an inference that isn’t an accurate one. I have 
just explained the way the agreements are reached, they are actually 
reached by the national association representatives who are a part 
of the picture. 

Mr. Huppteston. So far as you are concerned, the American Retail 
Federation made no agreements in any of these items? 

Mr. Jones. I think from a purely technical standpoint, that is true 
as far as these hearings were concerned, but I am certain that the 
agreements that were reached would be ratified by the national asso- 
ciations in the federation having an interest and being represented 
by their own chosen participants in this agreement. 

Mr. Smarr. May I ask a question in line with Mr. Huddleston’s 
question, again on the question of the baby furniture. 

In representing the American Retail Federation, you were operating 
from the policy viewpoint for retail mdustry while in attendance at 
the conferences. 

Now, after the initial agreement on baby furniture was reached the 
American Dry Goods Association withdrew from that agreement, but 
the Furniture Association continues to stand behind the agreement. 
Where does that leave you ? 

Mr. Jones. I think that leaves the American Retail Federation in 
a situation where there is disagreement among its members, and in 
that particular area I think the federation is neutral, and must be so. 

Mr. Huppieston. Aren’t you in fact neutral with regard to all 
of these items? In other words, you don’t agree, necessarily, to any 
of these agreements, and don’t necessarily disagree in the areas where 
there is disagreement? 

Mr. Jones. I think what was going on was the development of a 
gentleman’s agreement. I think it was a search for the areas where 
a common purpose could be agreed to, and if we tried to move into 
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that kind of an area, and were bound by a lot of technical fine points, 
I think it would make it very difficult. 

What really happened there was by mutual consent of the people 
in the conference ; these agreements which are now a part of the record 
with the military were reached. I don’t think they would ever be 
questioned by anybody. In fact, those were the areas where there 
really wasn’t any real controversy. 

Mr. Putsr. Mr. Kitchin. 

Mr. Kircutn. No questions. 

Mr. Pury. Mr. Bray? 

Mr. Bray. No questions. 

Mr. Pumer. Thank you very much. 

Mr, Jones. Thank you very much, gentlemen. 

Mr. Putter. Is Mr. Marsh here? 

If so, come forward, Mr. Marsh. 

You may proceed with your statement, and we will be very happy 
to have your statement. 

Mr. Marsu. My name is Winston W. Marsh. I am the executive 
secretary and general manager of the National Tire Dealers & 
Retreaders Association. Our membership is composed of tire dealers 
and retreaders who reside in communities in every State of the Union. 
These dealers are all basically small-business men. These members 
are not connected in any way with tire manufacturers, chain stores, 
or other factory-type outlets for tires. The association is a nonprofit 
organization and is the only trade association which represents inde- 

endent tire dealers and retreaders in this country. These small 
independent businessmen are engaged primarily in furnishing retail 
services incident to the sale of new and retreaded tires. 

I am appearing here today to oppose this recommendation of the 
Department of Defense that this committee authorize the sale of tires, 
batteries, and retreaded tires through the armed services exchanges. 

In 1949 the House Armed Services Committee authorized that only 
automotive accessories with a $5 limit would be sold in armed services 
exchanges. 

Now the Department of Defense proposes a sweeping reversal of 
this action. It is now proposed that the Government engage in unlim- 
ited and unrestricted competition with small independent businessmen 
who, relying on the committee’s action in 1949, have invested capital 
and energy to offer services to military personnel in their marketing 
areas. 

This Government competition, which the independent businessman 
cannot meet, will not only have a serious adverse effect on the inde- 
pendent tire dealer but is directly contrary to the avowed policy of 
the present administration. 

As recently as February 11, 1957, President Eisenhower ordered 
Budget Director Percival Brundage to request every Government 
department and agency to evaluate its commercial and industrial 
activities with a view toward dropping as many as possible. 

The United Press quotes Brundage as saying that it is the adminis- 
tration’s policy that— 
the Federal Government will not start or carry on any commercial-industrial 


activity to produce a service or product for its own use if such product or service 
ean be procured from private enterprise through ordinary business channels. 
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«The United Press further reported that the administration’s reeval- 
uation was particularly concerned with activities like automobile 
repair services and garages. 

.y. Lhe United Press also pointed out that— 

Private industry has complained in the past that it is being hurt by such Govern- 
mentiactivities as the post exchanges operated at various military installations. 
A number of these have been closed if the same products are available through 
private stores. 

Now, today we will attempt to point out how the 1949 automotive 
authorization of this committee has been ignored in many cases with 
a complete disregard for what we believe to be the intent of Congress. 
We will also clearly show what the proposal of the Department of 
Defense in regard to tires, batteries, and retreading will do to certain 
firms now engaged in that business. 

Tire dealers in many areas of the Nation geared their business oper- 
ations, even their locations, on the policy set by the committee. With 
few exceptions they were mindful of the problems of the serviceman 
and endeavored to handle his needs in a manner that would deserve 
his continued patronage. As retail establishments they sought to 
service the military and civilian personnel stationed or working at 
military establishments through the country. 

When we learned of the Pentagon’s recommendation that tires, 
batteries, and retreading he added to the approved list of items for 
the armed services exchanges, we faced this news with the calm resolve 
that the Department of Defense was uninformed in the matter of the 
requirements of today’s automobile as regards tires. 

At the very first meeting with officials of the Pentagon, we were 
impressed with the caliber and the integrity of men like Gen. Harlan 
Parks. However, it was never quite clear to us why tires, batteries, 
and retreading should be a part of the PX program. The necessity 
for selling these items in the PX’s was never revealed; it seemed to 
be more a matter of desirability. 

We tried to illustrate the problems of service, mounting, adjustment, 
everyone in the tire business. Complete coverage of passenger tires 
alone would involve more than 200 different types and sizes of tires. 
Any reasonafle stock would merely be a multiple of that. 

We tried to illustrate the problems of service, mounting, adjustment, 
balancing, truing, siping, and engineering which are a part of the 
modern tireman’s daily headaches. Apparently this was of no avail. 
It was evident they were determined to have these additional items. 

Then we asked ourselves the question whether this would make any 
difference to the Nation’s tire dealers. Realizing time was essential 
in developing the truth, the staff of the National Tire Dealers and 
Retreaders Association working diligently, sent out a nationwide 
questionnaire on the problem. Here are the questions we asked : 

1. How will this (action) affect your business? 

2. Are you selling armed services exchanges now ¢ 

3. Do you know any dealer who is? 

Ifso, what items? What volume? 

4. Do you eppose this Pentagon change? 

We didn’t have to wait long for the answer. The answers poured 
in, letters, telegram, telephone calls, answers to the questionnaire. 

Two dealer groups at opposite sections of the Nation met on their 
own and adopted unanimous resolutions in opposition. They were the 
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New England Association of Independent’ Tire Dealers and ‘the 
Houston Tire Dealers and Retreaders Association. 

Running throughout all the answers, telegrams, telephone calls, and 
letters, was a basic thought: The Federal Government must not com- 

ete with small independent businessmen, must not interfere with the 

ree-enterprise system. 

The independent tire dealer-retreader already has competition from 
the United States Army with its vast retreading facilities, maintained 
at taxpayers’ expense, including the very tire dealer himself. Were 
these to be enlarged? Were we to be called upon to help finance our 
own demise ? 

Even the Federal Prison System had added retreading as a part of 
its rehabilitation program. It was apparent from letters received by 
the association that the tires delivered to the prison were delivered at 
the expense of sales previously made by the independent retreaders in 
the area. We might well ask whether there is ever to be a stopping or 
at least a slowing down of the forces of competition of our own Gov- 
ernment. These small-business men were quick to reply that they felt 
that tax dollars could be used to better advantage than ruining the 
taxpayer himself. 

A typical dealer comment read like this: 

Subsidized competition with private business is unfair. We have to compete 
with the Federal Government which pays no rent, no social security, no unem- 
ployment insurance taxes, no local taxes, nor any other socially useful expenses 
which are incumbent on all private tire dealers. It would be detrimental to 
essential community interest. 

The results of the national dealer survey are decisive. To date we 
have received more than 200 replies. 

Ninety-two percent of the dealers replying oppose this Pentagon 
recommendation. 

Sixty-nine percent of the dealers replying said they would lose 
business ranging as high as 60 percent of their annual sales volume. 

Several felt that this action by the Department of Defense would 
put them out of business since their business was geared to serving 
military personnel. 

Ten and four-tenths percent of the dealers knew of PX’s now buying 
and reselling tires, batteries, and retrading with annual volume rang- 
ing as high as $125,000 from one seller alone. 

t’s look closer at the national survey. Here are a few typical 
statements from tire dealers living and working in every part of the 
Nation, large and small communities alike. This is their reaction to 
the proposal. 

A Las Vegas, Nev., dealer wrote: 


Personnel from three local bases comprise a large portion of our business * *'* 
[the new plan] would seriously affect us. 


From a Newport, R. I., dealer came: 
Interfere greatly with business. 

A Ralston, Nebr., dealer said: 
Serious damage in ou; trade would result. 
From a Salina, Kans., dealer came: 
Would hurt us considerably. 


A St. Paul, Minn., dealer said: 
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Total loss to the small merchant in the Twin Cities would be quite a loss. 

A Sanford, Fla., dealer exclaimed : 

This would cut our sales 25 to 30 percent. 

From a South Carolina dealer came: 

Change will affect my sales volume. 

A Thompsonville, Conn., dealer wrote : 

Stand to lose 10 percent or more business if this goes into effect. 

From an East Boston, Mass., dealer : 

Personnel at ship’s service store and Army hospital constitute large segment 
of our business which we could lose. 

From a Bainbridge, Ga., dealer : 

Probably lose all business of Air Force Training School. 

Albuquerque, N. Mex. dealer said : 

Would affect our business by taking away military personnel accounts. 

Hastings, Nebr., dealer: 

Stand to lose 10 percent or more of sales. 

Pharr, Tex., dealer said : 

Will hurt our business at two airbases in Anderson and Harlingen, Tex. 

Carmichael, Calif., dealer said: 

Would take a lot of business away. 

Baltimore, Md., dealer wrote : 

Will reduce our volume. 

Talladego, Ala., dealer said : 

Armed Forces personnel good customers * * * they will be lost. 

And a southern tire dealer wrote: 

My store is 3 miles from the PX * * * and we will be forced out of business. 

There can be no doubt that this Pentagon proposal will affect small 
business across the country. Our greatest shock on the survey came 
we learned how many Armed Forces Exchanges have been abusing the 
authorization set up by the House Armed Services Committee in 1949. 

Using the phrase “remote station,” which the Pentagon cannot even 
define, and the catchall phrase, “convenience and necessity,” as the 
basis for decision, we have found that the Pentagon has given wide- 
spread approval to Armed Forces exchanges to sell tires, batteries, 
and retreads. : } 

This is in the face of service stations and other retail establishments 
built in the immediate area of these military installations. Some of 
the reports coming in from tire dealers across the Nation are as 
follows: | 

PX’s at Camp Lejeune, and Cherry Point, N. C., are buying a re- 
portedly “substantial” number of tires for resale. 

The Fort Bragg, N. C., PX is currently selling tires at prices below 
the prevailing retail prices in Fayettesville. 

Patrick Air Force Base Service Station in Cocoa Beach, Fla., is 
purchasing tires and retreads in the amount of $500 to $1,000 per 
month. 
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Fort Benning (outside of eager pres Ga., PX is purchasing tires, 
tubes, and batteries. Sources of supply include oil company (Atlas 
tires) and Mansfield tires. At this PX service station they are ex- 
er credit to servicemen on the basis of Standard Oil Co. credit 
cards. 

Lake Charles Air Force Base, Lake Charles, La., is buying from 
the Firestone Co., owned store tires, batteries, and accessories amount- 
ing to some $12,000 per year. Fort Polk, La., is also reported to be 
buying and reselling TBA items. 

Tyndall Air Foree Base, Panama City, Fla., is not only buyin 
tires but buying them directly from the tire factory. It is reported 
that Mansfield has shipped at least one carload of tires directly from 
the factory. 

Mountain Home Air Force Base in Mountain Home, Idaho, is pur- 
chasing tires and retreads at a rate of about $1,000 per month. The 
Firestone tires (which are being sold by the PX) are being bought by 
the PX through a Texaco agent. The military can use credit cards 
for their purchase from the Government-operated PX service station. 

Armed services PX in Tacoma, Wash., are purchasing tires, tubes, 
batteries, and retreads in considerable volume. 

And still another : The Firestone company-owned store in San Diego 
is selling tires and tubes to Camp Pendleton at a volume of some 
$125,000 vor! year even though there are several tire outlets within 5 
miles of the base. 

The great majority of these PX’s are buying from the factory out- 
lets. Their current practices explain very clearly the fears of the 
independent tire dealer from Indiana who said: 

The armed services buy directly from the manufacturer at special reduced 
prices * * * thereby making it impossible for a small tire dealer or even a large 
one to compete for Government business. 

We were somewhat reluctant to bring all of this information about 
current PX buying practices before the committee since it involved 
revealing information from our dealers. We have been told of too 
many cases where protests on the part of local merchants about PX 
activities have ended up in their being blacklisted. 

For what other reasons do 92 percent of the dealers oppose this 
Pentagon move? Let’s look at several more typical comments. 

A Midwest tire dealer wrote : 


Government purchasing power should not be used to benefit private buying, 
including buying by servicemen and their friends. 


From a Southwest tire dealer: 
Heading toward a form of socialism when we get into this kind of thing. 
A west coast tire dealer said: 


Too many people outside of the services are getting the benefit of special prices. 
It is also mighty discouraging to find that your potential customers often can 
buy at the dealers’ best deal. 


And said another Midwest tire dealer : 


No one can compete against the Government where the overhead is eharged 
against the competitor. 


And an east coast dealer wrote: 


Jovernment should stay out of business. 
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_ Through many of the letters came stories of PX items delivered to 
civilians, friends, and relatives. 

_ Acting as spokesman for the independent tire dealers, our associa- 
tion has sought through a number of conferences at the Pentagon to 
work this problem out. 

Failure to do so has not been prompted by any lack of sincerity on 

our part. A great many of us were once servicemen ourselves. We 
are sympathetic with their problems, 
_ We sincerely believe the serviceman can get a fair price, good serv- 
ice, and satisfactory terms from the independent tire donle in his 
area, If there are hardship cases, we are satisfied that joint action on 
a sensible basis can overcome these problems. 

We stand prepared to do all we can to improve the community re- 
lations of the independent tire dealer and the military commander. 

However, it is to be hoped that this committee will do nothing to 
make our plight worse than it already is. For the past 25 years the 
independent tire dealers have been losing a progressively larger share 
of the retail tire, battery, and accessory business to the major rubber 
manufacturers who sell directly to some consumers and through com- 
pany-owned stores; secondly, to the large oil companies whose activi- 
ties in this field are presently the subject of proceedings before the 
Federal Trade Commission; and, thirdly, to large chain retail outlets, 

We unalterably oppose the addition of tires, batteries, and retread- 
ing to the list of approved items for armed services exchanges. 

The tire dealer simply cannot afford to compete with the Depart- 
ment of Defense. 

Mr. Puitern. Mr. Marsh, you have made a very forceful and in- 
teresting statement. 

_ How many members do you have in your organization ? 

Mr. Marsu. Approximately 3,000. 

Mr. Purser. Did you send all the members questionnaires ? 

Mr. Marsnu. We sent to each and every one, and it was quite obvious 
from the postmarks of the some 200 replies we received in return that 
the answers came principally from those cities or localities in which 
there were some military installations, 

_Mr. Puivsin. Those dealers who had their places located relatively 
close to the exchanges? 

Mr. Marsn. That is right. We got very few replies from cities like 
Chicago or New York. 

“Mr. Puttein. To break down your statement a little more, if you 
could give us this information, how many dealers definitely stated 
that they would be specifically affected if these regulations were to go 
into effect? Could you give us even an approximation of the number 
of dealers who stated they personally. and specifically would be 
affected ? 

‘Mr. Marsu. There would be approximately 150 dealers whe re- 
plied to this questionnaire. 

Mr. Puisin. That is out of the 3,000. questionnaires that you sent 
out. How many answers did you get? 

i‘Mr.-Marsn. Slightly over 200. 

Mr. Putisin. Now, did you participate in the conferences with the 
representatives of the armed services ? 

Mr. Marsn. I have, and I have.appreeiated. the opportunity. I 
think I have been to each and every one with the exception of one where 
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; was unable to be present, but a member of our organization! sat’ in 
or me. 
Mr. Puizern. And did you go over the matters in some detail?: i 
Mr. Marsu. We did. We tried to resolve them but each time we 
came across a problem that couldn’t be resolved it was an amiable're- 
lationship, and we tried desperately to work this out. 

Mr. Puteri. I want to compliment you and your associates in 
maintaining these friendly relations. 

Do you have any firm proposals of your own that you want to make 
which don’t relate merely to having no change made at all, but which 
would relax the present regulations somewhat ? 

Mr. Marsu. Particularly in the field of tires and retreading, it 
appears we have too much at stake with this relatively small group, 
but to them a very important group of people who would be very 
desperately affected by the addition of tires and retreading, in partic- 
ular, to the items sold at these armed forces exchanges. 

Mr. Pumpin. You feel that in view of the conditions reported ‘to 
you by your membership and the effect upon your membership. of 
these sales, that you could not make any proposal looking toward 
relaxation of the regulations? 

Mr. Marsn. To give you an illustration of what I mean, I think we 
only had 1 or 2 replies from Pensacola, Fla., yet we had a number of 
dealers get together and apparently what they sent in was the ‘con 
sensus of their thinking. They pointed out that—one fellow told 
me if this goes through my place is up for sale tomorrow, I just must. 
quit, that is all, because too much of my business depends on it. 

Mr. Priarn. Were some of these replies based principally upon the 
business they did with members of the armed services ? 

Mr. Marsn. With the military. 

Mr. Puitein. How many would you have in that category among 
those who answered your questionnaire ? 

Mr. Marsu. Well, I think we are talking about that same 150 who 
answered. 

Mr. Putten. To your knowledge there would be about 150 ties 
businesses are geared, more or less, or principally, to the business they 
do with members of the armed services ¢ 

Mr. Marsn. Mr. Chairman, of course you would have to .qualify 
that with this: That we only have knowledge of that 150. There ob- 
viously are as many who did not reply, and, of course, there area 
number of tire dealers who do not belong to our association who did 
not get the questionnaire, so this number could run 3 times that num- 
ber; say 500. 

Mr. Puitern. You made reference in your statement to some alleged 
violations of the 1949 agreement. Did you bring that up in your dis: 
cussions with the representatives? 

Mr. Marsu. We have, and General Parks has made note of each and 
every one of them, I believe, from telephone calls made recently, that 
he is investigating and checking on each of them. 

Mr. Purr. That is something that could be inveatiqnted or 
checked. Where these so-called illegal deviations are being made they 
probably could be remedied, and that would, of course, be helpful to 
you in some degree. 

Do you see any prospect of coming to agreement about this matter 
at all? elias 
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. Mr. Marsu. We would automatically seal the fate of tire dealers who 
— have to go out of business, and I would hate to have that on my 
ands. 

Mr. Puitsin. You naturally have pressure from your own member- 
ship who insist that you stick to the original agreement and not relax 
it In any respect. 

Do you have some questions, General Devereux ? 

Mr. Devereux. Yes. 

First of all, I think we want to understand that post exchanges are 
not actually Federal Government enterprises. You make reference 
to that throughout your statement. You also make reference that the 

loyees do not pay social security, and perhaps some other taxes. 
I think that is.a little bit in error, because civilians do pay their social 
security, and I believe now even the Senators. 

Mr. Smarr. Married personnel and those with direct dependents 
pay the equivalent of it under the Survivors Benefit Act. 

. Devereux. I would like to specifically ask about Baltimore, for 
example. On page 6 you say a Baltimore, Md., dealer stated, “It will 
reduce our volume.” Have you any idea of the extent that their vol- 
ume would be reduced? I speak of that because I know the city of 
Baltimore fairly well. 

Mr. Marsu. I would have no way of knowing what predicated the 
remarks of these gentlemen, which 1s why I left them in exact quotes, 
because I didn’t want to lend any personal interpretation. The in- 
genuity of the independent businessman has long since ceased to 
amaze me. 

Mr. Devereux. This question of trying to work out some sort of 
agreement, do you suppose that it might be possible in some instances 
to give these dealers a concession as an adjunct of a post exchange so 
that then they could reduce their prices? 

Mr. Marsu. I don’t think that the prices are the a Mr. Con- 
gressman. I noted from the testimony of General Parks that their 
estimate of the average selling price is $18 for tires. 

Am I correct in that ? 

General Parks. Fifteen dollars. 

Mr. Marsu. But the selling price would be $18. Fifteen dollars is 
the cost. 

While we have no accurate figures on that, I can quote—and I 
would like to doublecheck this figure to make certain—one national 
magazine shows that the average selling price of tires in the United 
States, and that includes premium and top quality tires, is only 
$19.60, so we are only talking about $1.60, including the premium tires. 

Mr. Devereux. That is one of the things—one of the basic things 
I thought we were having this meeting about was the question of 
prices to the service personnel. 

Mr. Marsu. We must understand that once you talk about a na- 
tiona] average, for example, how much you break this down across 
the United States, we must also take into consideration that the 
problem we are talking about here in a sense is a national problem, 
but it is more specifically a local problem, and each community has its 
own specific problem. 

National averages are one thing, within themselves, but the oper- 
ating conditions in a community like Cocoa, Fla., for example, are 
entirely different from what they are in Chicago, IIl., so that the 
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one changes the other marketing pattern a great deal, and you almost 
must take this by individual case, and almost by individual commu- 
nity rather than by national average. 

Mr. Devereux. What is the markup on tires and batteries? 

Mr. Marsu. We do not operate in the tire business on the markup 
principle. We have a suggested list price given to us by the sup- 
pliers, the manufacturers. From that we are given a series of dis- 
counts contingent upon our volume, and the quantities in which we 
purchase. We then have an annual bonus which is held back on it. 
All in all we work on a very handsome percentage, except for the 
fact that we then must endure certain posted prices in advertising 
which gives no chance to a retailer to ever sell at list. We have certain 
commercial prices which, if we do not meet, the company-owned 
store takes it and we lose it, so we must meet it. 

We have certain prices by our large chain outlets, such as Sears 
and Montgomery Ward, which bring our prices down, so the list 
price is a completely fictitious thing. 

Actually the thing I think you are looking for is how much margin 
do we have between what we actually sell the tire for and what we 
buy it for, and that runs in some major cities as low as 15 percent, 
and in some places—lI don’t know of too many higher than about 27 
percent. I would think the average for the United States would 
run close to 24 percent. 

Mr. Devereux. You have no set prices by the manufacturer, as 
such ? 

Mr. Marsu. We have a list price from which we figure discounts. 
That happens to be the way the industry works. 

Mr. Deverevx. All right,sir. Thatis all. 

Mr. Putten. Mr. Huddleston. 

Mr. Huppiesron. Mr. Marsh, you mentioned there were 3,000 mem- 
bers of the National Tire Dealers and Retreaders Association. In 

our best judgment, how many tire dealers and retreaders are there 
in the country who would be, if they so desired, eligible for member- 
ship in your organization ? 

Mr. Marsu. That is a good question, Mr. Huddleston. I would 
say that basically the people that we would appeal to with the type of 
services that we render our people would possibly be a market of 
5,000. 

Now, there are in the United States today approximately 245,000 
outlets for tires. 

Mr. Huppieston. They would all, technically, be eligible? 

Mr. Marsu. Well, basically, I would say 80 percent of them would 
be eligible if they applied in some way or another. We have a large 
number of service stations who claim that they do somewhere between 
30 and 40 percent of the passenger tire business in the United States 
today. We actually only have a mere handful of those types of people 
within our organization, and yet actually those types of people would 
even be more seriously affected than we would, and we think we are 
seriously affected. 

Mr. Huppieston. What I am getting at is, when you circularize 
your 3,000 members you are just touching a drop in the bucket of the 
number who might conceivably be affected by including tires and 
batteries in the items at the service exchanges ? 

86066—57—No. 52-4 
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. Mr. Marsu. Very definitely. I would think there would be.at least 
5,000 service stations seriously affected. That is just a guess, and 
comes off the top of my head, because I have no way of knowing, but 
just from the number of service stations in the country in ratio to the 
total number, and using the same percentage we have, it must be that 
many people. 

Mr, Puizer. Mr. Bray. 

Mr. Bray. There was a line of questioning opened up there as to 
which I would like to question General Parks, iP that is agreeable to 
the chairman. 

Mr. Puiery. Certainly. 

Mr. Bray. General Parks, regarding credit, that was brought out 
on page 7 of Mr. Marsh’s statement, in 2 instances. 

What is your rule on extending credit in the post exchanges? 

General Parks. There is no credit authorized in our exchanges, 
except in one area. We do authorize our officers and the top three 
grades of enlisted men to purchase items of uniform on what we call 
a deferred payment plan. 

Mr. Bray. That was my recollection of it, but here on page 7, 
paragraph 3, quoting Mr. Marsh: 


At this PX service station they are extending credit to servicemen on the 
basis of Standard Oil Co. credit cards— 


and, further, in paragraph 6, he said: 


Tires sold by the PX are being bought by the PX through a Texas Co. agent. 
The military can use credit cards for their purchase from a Government- 
operated service station. 

General Parks. I would like, if I may, Mr. Congressman, to call on 
Colonel Shaller to answer that question. I think he is more tech- 
nically qualified. 

Colonel SuHatxer. In direct reply to your question, we do honor 
credit cards issued by the oil companies if it is at a station wherein the 
oil company reimburses us, specifically, so that, in other words, we are 
not extending the credit. We honor the card and turn in that ticket 
to the oil company, and we are directly reimbursed. 

Mr. Bray. Now, I realize you have franchises—that may not be 
the proper word—you allow certain companies to maintain stores of 
different types whereby you receive a percentage of their gross receipts. 

Colonel Suatuer. We refer to them as concessionaires. 

Mr. Bray. Concessionaires; yes. 

Now, General Parks, is it your plan here in extending into the tire 
business to go to concessionaires, or is that to be operated by the post 
exchange? 

General Parks. It would be operated by the post exchange. 

Mr. Bray. Then I can’t help but feel you are. entering into a rather 
unfair situation if you are going to then operate that on a credit basis. 
It seems to me even if we grant what you want on tires there ought to 
be some understanding here about opening up regular post exchanges— 
not concessions—on a credit basis. 

Colonel SuHauuer. I would like to answer that question in this way, 
if I may, sir: In some instances we do have concessionaires operating 
service stations. In those instances, if a concessionaire is operating a 
station he would be authorized to operate it.on the same basis as the 
exchange is operating. 
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Mr. Bray. Do you propose to sell the tires you want under a con- 
cession basis, or on the post exchange as the general has stated: is his 
desire? What is your desire? 

Colonel Suauter. Well, I would answer by stating that the con- 
cessionaire would be authorized as a representative of the exchange 
and a direct contractor of the exchange, and a small-business man, to 
operate on the same basis that the exchange would. 

Mr. Bray. Then, General Parks, are you operating—previously in 
answer to my question you said you are operating through the PX, 
not as a concession. 

General Parks. That is generally true. There are a few conces- 
sions. 

Mr. Bray. Then your answer wasn’t correct the first time? 

General Parks. Apparently it was not, Congressman. The only 
excuse I can offer is 1 have been on this job only 4 months, and I am 
not familiar with some of the specific details. 

Mr. Bray. This is a thing growing up about which I would like to 
know, as to how far you are going in this field. I believe the people 
generally should know what your policy is, and how generally you are 
going to move into the concession field in the selling of these tires. 

Colonel SHatier. Mr. Congressman, I have been with the exchange 
service for 3 years. 

General Parks has been with us, as he stated, only 4 months, and with 
your permission, sir, I would like to answer that question. 

The policy of the Army and Air Force Exchange Service is that 
concesslonaires are strictly and wholly limited to perform those func- 
tions that the exchange service, itself, is limited and restricted to. 

Mr. Bray. Oh, I understand all that, and I have understood it for 
years. I would just like to know—and I don’t want to continue this 
questioning indefinitely, but this is something that is rather interest- 
ing which has come up here which is not quite in accord with the 
general policy of the post exchanges, especially in regard to a new 
policy here of selling tires, which has never really been granted, but 
you have been going into it. 

General Parks. As I indicated before, Congressman Bray, our gen- 
eral policy would be that our exchanges would operate and handle 
the selling of tires as a direct operation, except in those installations 
or instances where it would be to our better advantage to handle it on 
a concession basis. 

Mr. Bray. I would like before we finish this matter to have those 
cases where you are already selling tires, the number of them that are 
concessions or otherwise. 

General Parks. That information can be provided, sir. 

(The information requested is as follows :) 


Out of a total of 365 service exchanges, 95 are authorized to sell tires. Of 
these, 7 are concession operated. 


Mr. Kitcuin. I have one question which I would like to direct to Mr. 
Marsh. 
In the testimony of General Parks he stated that under paragraph 


3-203 there have been exceptions made to the 1949 agreement to the 
extent that in 1956 there was some 66,000 units sold. 
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Apparently under General Parks’ testimony this particular tire 
sales exclusion had been going on for some 8 years. Has your associa- 
tion received any criticism or any complaints with reference to that 
particular volume of business thus far carried on in the exchanges? 

Mr. Marsu. Yes, we have from time to time received letters on it, 
but. it was one of the things which we had never taken to the Pentagon 
or discussed with them in any detail. Having a great number of other 
problems, I supose we as an association were dilatory rather than 
our membership. 

Mr. Krrentn. I would judge from that that the total units that have 
been sold of both tires and batteries have not thus far affected ma- 
terially the membership of your association to the extent that com- 
plaints have been coming in ! 

Mr. Marsu. The unfortunate thing is in the last 6 months to a 
year we have had an increased number of these. I think the matter 
at Tyndall Air Force Base, with this large purchase quantity, is a 
fairly new thing. I don’t know how long they have been selling tires, 
but the purchase of some 200 to 600 tires at a time, which we call 
truckload or carload, depending on how you buy them, I think was a 
fairly recent purchase. The same thing happened at Columbus, Ga., 
where the Fort Benning sale of tires became pressing within the last 
several months. We received letters on that even previous to our 
knowledge that these hearings were to be held. 

Mr. Krrcourn. One more question, Mr. Chairman. 

Following the chairman’s question about any area of compromise 
that your association would be willing to agree upon is not within your 
province—in other words, you are sticking to the exclusion of this 
particular sale without any element of compromise upon which you 
could reach an agreement; 1s that right ? 

Mr. Marsu. We have to an extent offered some thought of compro- 
mise here when we said if there are hardship cases we would address 
ourselves to those particular problems. We don’t consider principal 
metropolitan areas of twenty to thirty thousand people particularly 
a hardship case, but obviously there are installations in the United 
States in remote areas where there could conceivably be that situation. 

Mr. Krrcutn. Have you discussed that phase of it with the military ? 

Mr. Marsu. We have mentioned that to General Parks, and. have 
talked about that in the matter of compromise. We tried to work it 
out another way so we didn’t pursue that further. After our negotia- 
tions on the compromise failed we had to come up with a position of 
“no” on this matter, and we then reintroduced the thought that if there 
were hardship cases in remote areas we would do everything conceiv- 
able to see that these conditions are alleviated and that something is 
worked out to the advantage of the military there. ' 

Mr. Puustn. The committee is very thankful to you, Mr. Marsh, 
for your excellent statement. Your testimony has been very helpful 
to us. 

There is a rollcall in the House. The committee will adjourn until 
10 o’clock tomorrow morning. 

(Whereupon, at 12: 15 p. m., the subcommittee adjourned. ) 
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House or REeprEsENTATIVES, 
ComMitTreE on ArMeED SERVICES, 
SPECIAL SUBCOMMITTEE FOR SERVICE EXCHANGES, 
Washington, D. C., Thursday, April 4, 1957. 


The subcommittee met at 10 a. m., Hon. Philip J. Philbin, chairman 
of the subcommittee, presiding. 

Mr. Puitprn. The committee will come to order. 

We will be very glad to hear first this morning from a very distin- 
guished colleague of ours, Congressman Lennon of North Carolina. 

Mr. Huppieston. Mr. Chairman, before Mr. Lennon proceeds with 
his statement I would like to introduce into the record seven telegrams 
I have received this morning from the tire dealers of Alabama, the 
Birmingham district. All seven are constituents of mine, and all regis- 
ter a protest to the inclusion in the list of items now available at service 
exchanges of the articles of tires and batteries, and I ask permission 
of the committee to include these telegrams in the record. 

Mr. Puitein. Without objection, that will be done. 

(The telegrams are as follows :) 

BrrMINGHAM, ALA., April 3, 1957. 

CONGRESSMAN GEORGE HUDDLESTON, Jr., 


House of Representatives Office Building, 
Washington, D. C.: 

Please accept this as a sincere expression of opposition to the handling and sale 
of tires by armed services PX’s. We consider this possibility as severe setback 
to independent business. 

SouTHERN RvusBsBeER Co., INc., 
JOHN P, ABERNETHY, Jr. 


BIRMINGHAM, ALA., April 3, 1957. 
Hon. Greorck HUDDLESTON, 
Congressman, House Office Building, 
Washington, D. C.: 
Thirty-one employees and I are bitterly opposed to the Governments’ deal in 

tires at PX. Difficult now to keep doors open. 

LATHAM’S TIRE EXCHANGE, 

Mrs. LaMar A. LATHAM. 


BIRMINGHAM, ALA., April 3, 1957. 
CONGRESSMAN GEORGE HUDDLESTON, Jr., 
Washington, D. O.: 

I understand you are on the committee regarding the PX stores retailing tires. 
If this law is passed it will put many independent tire dealers out of business. 
Hope you are opposed. 

Irwin E. Harpy, 
Harpy Trre Co. 


BIRMINGHAM, ALA., April 3, 1957. 


Congressman GEORGE HUDDLESTON, 
House of Representatives Office Building, 
Washington, D.0.: 


We strongly oppose the Government PX’s going into the tire business. 
LYNN STRICKLAND TIRE SERVICE. 
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BIRMINGHAM, ALA., April 3, 1957. 
Hon. Grorcr L. HUDDLESTON, 
House Office Building, Washington, D. C.: 

Re direct selling of tires to military post exchanges by tire manufacturers we 
would like to go on record as being strongly opposed and believe express the 
feeling of all independent tire dealers. 

Hersert G. Davin, 
Davin Tire Co. 





BIRMINGHAM, ALA., April 3, 1957. 
Congressman GEORGE HUDDLESTON, 
House Office Building, Washington, D. C.: 
We oppose Government PX in the tire business. 
CHACE RUBBER Co. 





BIRMINGHAM, Ata., April 8, 1957. 
GrEorGE HUDDLESTON, 
Washington, D. C.: 


I understand that a bill is being considered to allow PX’s in Military Estab 
lishment to sell tires. I, as an independent dealer in Birmingham, am fully 
against such action and would appreciate your support accordingly. 


U. 8. Tire SuPPty, 
W. B. Crow. 

Mr. Putrerw. I might say also the chairman has received several 
communications which will be inserted in the record at the appro- 
priate place. 

Mr. Lennon. My name is Alton Lennon from the Seventh Congres- 
sional District of North Carolina. 

We have in our district Fort Bragg, in Cumberland County, and the 
Pope Air Force Base. 

I listened yesterday with interest to the testimony of Mr. Marsh, 
who I understand represents the Association of Tire Dealers & Recap- 
pers of America. 

The questions propounded by Mr. Huddelston raised in my mind 
the thought that possibly this committee would get the impression 
that while Mr. Marsh had heard from approximately 200 of his mem- 
bers that there are not more tire dealers and recappers in these Federal 
defense areas who are interested in this problem. 

I would like to say, first of all, that Fayetteville, N. C., is a com- 
munity which has grown rapidly. In 1940, it had a population of 
17,428. In 1950 it had a population of 34,715, and an estimated census 
for 1955 showed a population of 43,600. I don’t suppose that there is 
any town anywhere which has grown more rapidly, unless you go to 
the far west coast, during these recent years. 

Now, in the Fayetteville area, or I should say in the immediate Fort 
Bragg area, and the Pope Air Force Base area, there are 24 tire 
dealers and recappers. There are several other businesses, such as 
Sears-Roebuck, who handle tires and batteries. These tire dealers 
and recappers, as such, primarily engage in that, and that alone, and 
also sell batteries. There are 115 service stations in this same immedi- 
ate Fort Bragg-Pope Air Force Base are, most of whom also handle 
tires and batteries. 

To give you some idea of the effect on the economy of Fort Bragg 
and the Pope Air Force Base, I would like to say to you that in this 
immediate area there are 46 new and used car dealers, most of whom 
sell tires and batteries. 
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Now, I am not in a position to say affirmatively that the testimony 
Mr. Marsh gave yesterday with respect to the situation that now pre- 
vails at Fort Bragg, when he testified that it was his information 
based on inquiries made in that area that tires were being sold and 
batteries were being sold at the post exchange at Fort Bragg for an 
amount considerably less than they could be purchased by the dealers 
in that area. I don’t have that positive, concrete evidence, but I would 

say to members of the committee that I have had a number of the 
tire dealers and recappers and service station people engaged in this 
general activity tell me that in their opinion, based on the information 
they could get, that that was so. They are very much disturbed about 
it, because most of the merchants in the Fayetteville area are familiar 
with the directive and the agreement entered into in 1953, where the 
limitation on the sale of tires and batteries, as I understand it, would 
not exceed $5 unless it was in a military installation somewhat inac- 
cessible to the general trade area. 

They, of course, assumed that the directive and the agreement made 
by the Pentagon with the members of the Armed Services Committee 
would be stuck to, and upheld, and they were disappointed to learn 
that for some reason or another the folks, the commanding officer at 
Fort Bragg, and those in charge of the PX, have not lived up to that 
agreement. 

I am here, Mr. Chairman, and gentlemen of the committee, in oppo- 
sition to the Pentagon’s efforts, or I should say, the Department of 
Defense’s efforts, to include tires, batteries or any other items that 
are now in the area of dispute. 

As I have indicated to you before, the people of Fayetteville in 
Cumberland County, have the finest spirit of cooperation in the world 
with the people at Fort Bragg including dependents of the servicemen 
and the eviian personnel who are employed there, but they are very 
much disturbed about what is happening to them, which is happening 
rapidly because I have in my file a number of letters from merchants 
protesting the possibility of this inclusion of tires and batteries and 
recapped tires in the post exchange. 

They have asked me to say to this committee that they would not 
desire to make known to this committee who they were. There is 
such a thing as a boycott in that area, and it has happened before, 
where merchants in the Fayetteville area have seen fit to make com- 
plaints about situations that exist, and somehow or another the word 
passes down to all the military personnel, and their dependents, and 
the civilian employees, that that place is off limits so far as purchases 
are concerned, so they are a little bit handcuffed in their efforts to make 
known their position with respect to this matter. 

Last fall, in November to be exact, there was a contract let by the 
Fort Bragg authorities for the building of a new PX exchange, and 
addition al concessionaires stores, a contract aggregating $671,000, 
That means, of course, that there is expected to be an expansion, a 
terrific expansion, on the part of the facilities and the services that 
are rendered by the PX and other concessions on the Fort Bragg and 
Pope Air Force Base, which means, of course, Mr. Chairman, and 
gentlemen of the committee, that those people, those merchants and 
all categories of them, are very much disturbed as to how they are 
going to ) make their contribution through the media of taxes to support 
the very installations that are in competition with them. 
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That is in substance what I want to say to this committee. I think 
it would be a grave mistake if this committee, as a subcommittee, or 
the committee as a whole, would allow the Department of Defense 
efforts to put in tires, with no ceiling on the price, or batteries, either, 
in those bases where it is obvious to anyone that the services are easily 
accessible. 

Fort Bragg, it is true, is located approximately 10 miles from the 
courthouse, which is the county seat of Cumberland County, in Fay- 
etteville, but all around Fayetteville you have these modern shopping 
centers with every available service in the world. There are filling 
stations, tire dealers, and recappers almost completely surrounding 
Fort Bragg and Pope Air Force Base. I have been there a number 
of times; I have visited and I speak of my personal knowledge, Mr. 
Chairman. 

Mr. Pus. I may say the committee is very thankful to you for 
making such a very unusually fine statement. You may be sure at the 
proper time we will give very careful consideration to the views you 
have expressed. 

Would you say that a great many of the tire dealers and battery 
dealers, if any, who communicated with you, had their place of busi- 
ness within easy distance of Fort Bragg? Are they in the shopping 
area close by and not far removed from Fort Bragg itself? 

Mr. Lennon. I am intrigued by the term “convenience and neces- 
sity.” I would say that a matter of blocks, certainly a matter of a 
mile or so, would be within the perimeter where you could trade with- 
out difficulty, especially in the field of tires, recapping, and batteries, 
for that matter. 

Frankly, Mr. Chairman, I can’t see—and I have tried to ascertain 
for my own information in order to explain to my merchants—the 
basis upon which the Department of Defense is asking for the author- 
ity to sell tires and batteries at a post exchange, or even one of the 
concessions on the base. I have not heard any testimony, and have 
not been able to get hold of any which would substantiate the position 
that such is a necessity, or that it would be more convenient for the 
serviceman or his dependents or civilian employees who work on the 
base. Of course, it is a source of great displeasure to a lot of people 
to know that civilian employees are permitted to trade in the post 
exchanges, and at these concessions, even though they live next door 
to a man drawing the same wage scale as a man at Fort Bragg or 
Pope Air Force Base. 

t woukd like to say this, for what it is worth, Mr. Chairman: I 
think the question, and it may be off the thing you gentlemen are 
primarily interested in, I have been privileged to visit in more than 
one PX, and so far as the enforcement is concerned it becomes largely 
a question as to what the individual commander will do. I won't 
tell you the places I visited, but I have visited in PX and commis- 
saries where there is an honest effort made, and I think it is the re- 
omega of the commander of that post, and I am sure in some of 
those places they do see to it that only those eligible to participate 
do participate in those advantages both at the commissary and PX. 

I have been at other posts where the door is open, you just come in 
and buy. 

Now, that is not a charge, it is a flat statement of fact. I am ina 
position to prove if I have to prove it. I am satisfied it becomes 
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largely a question of the attitude of the commander of the individual 
post. If he is interested in private enterprise yet recognizes that the 
serviceman and his dependents are entitled to these fringe benefits, 
and will hold it down to that, we won’t have this criticism, but some 
post commanders don’t do that. 

Mr. Purser. The committee will be interested, Mr. Congressman, 
in having any information that you have that the regulations regard- 
ing sales to unauthorized persons are being disregarded at any of these 
exchanges. 

Do you have questions, gentlemen ? 

Mr. Devereux. I think you made a fine statement, Mr. Lennon. 

Have you any idea of the difference in prices between what the 
post exchange would sell tires and batteries for, and what they can sell 
them for on the outside? 

Mr. Lennon. I was interested in your question yesterday, Mr. 
Devereux, with respect to how the serviceman was treated by private 
enterprise. Now, the fact that you have got 24 tire dealers and re- 
cappers and battery distributors, that you have got one-hundred-some- 
odd filling stations, that you have 46 automobile dealers in that area, is 
proof that competition is great, that you can buy there. 

Now, I am not in a position to say what the differential is between 
what a man down on the street corner who has a tire department can 
sell for compared with what they do out at the post exchanges. I know 
you heard the testimony of Mr. Marsh here yesterday in which he 
called attention to the fact that some of the exchanges were buying 
directly from the manufacturer in carload lots, and a small dealer 
cannot buy in carload lots down on the street corner. 

Mr. Devereux. Now, the question of boycott. Have you any rea- 
son that you know of why they might have been boycotted ? 

Mr. Lennon. I had a private meeting with the merchants down in 
Fayetteville about a month ago, and I asked them to come to this 
meeting and testify. I asked them, and they said they wouldn’t dare 
do it, because it would be known in a matter of hours at Fort Bragg 
that they had been here testifying about these matters. 

I said, “Just give me a statement in writing that I can put in the 
rae” and they answered, “I dare not do that, it has a way of getting 

ack. 

Now. by boycott, I mean that after they come here and make their 
complaints, then the word gets back to the post, which in turn is 
spread to the serviceman and his dependents, and the civilian per- 
sonnel, and they say: 

That man is unfair to the armed services, he is up here complaining about a 
situation that we say doesn’t exist, so just let us teach him a lesson, don’t go back 
to his place of business and trade any more. 

Now, that is the feeling of the merchants in Fayetteville, N. C. 

Mr. Devereux. Do you sop Eos there is any case where the mer- 
chants are charging too much ? 

Mr. Lennon. The boycott begins after the person makes the com- 
laint about the conditions at Fort Bragg and Pope Air base. The 
oycott doesn’t begin until then. I don’t say there are not merchants 

that won’t gouge, and I have little patience and no respect for them, 
I know what happens. But where you have got as many tire dealers, 
recappers, and battery folks as you have in this area, you are bound 
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to have serious competition, and a man can buy as cheap there as 
any place in the world, regardless of the fact that he wears a uniform. 
- I think it is a mistake to believe that the average civilian is going 
to gouge a man that wears a uniform of this Nation of ours, or his 
dependents. There are a few chiselers in the world—you have them 
everywhere—but you cannot burn down the barn and building to get 
a few bats out of the attic. 

Mr. Devereux. Now, this question of civilians having post exchange 
privileges; is that universal 

Mr. Lennon. I can only tell you what I have been told: That the 
civilian personnel at the various Armed Forces installations are per- 
mitted to buy at the exchanges. 

Mr. Devereux. Within the continental limits of the United States? 

Mr. Lennon. That is my understanding. 

Now, you certainly would know, you have been on the subcom- 
mittee a long time, you would know whether that is so or not. 

Mr. Devereux. That is just a special subcommittee that was ap- 
pointed to hear this particular problem. 

Mr. Lennon. Yes, sir; but I assume you would know that because 
of your familiarity with the problem. 

Mr. Smart. I have that answer, if you would like it. I have just 
conferred with General Parks, and he advises that only the civilian 
employees of the exchange itself are authorized purchasers. No other 
civilian employee of the military installation is authorized to purchase 
at the exchange. 

Mr. Lennon. Well, my information is that it is being done. I am 
not here to prove it. 

Mr. Smart. I don’t say it isn’t. I only say, if so, it is a violation 
of the regulations and subject to appropriate action. 

Mr. Lennon. I assume the commanders of the various posts have 
been so advised. 

Mr. Huppieston. You have given a very fine statement, and we 
are grateful to you for taking time out from your busy schedule 
to appear before this subcommittee. 

In your opening remark you mentioned that there was a possibility 
that the 200 replies received by Mr. Marsh out of the 3,000 members 
of his organization which is circularized may not reflect the true 
picture of the concern that the tire dealers and retreaders in this 
country feel as a result of this change in the list of items carried, 
or schedules to be carried, by the service exchanges. 

This morning I introduced into the record seven telegrams from 
constituents in the Birmingham area, the Ninth Congressional Dis- 
trict, all opposing or protesting the inclusion of tires and batteries 
in the list of items carried at services exchanges. 

I checked the list as given by Mr. March in his statement yesterday 
very carefully, and I failed to find a single tire dealer or retreader in 
the Birmingham district who had registered a protest to him in 
response to his circularizing his 3,000 members. 

It seems to me that may bear out to some extent your comment 
that there is a possibility that maybe his 200 replies wouldn’t really 
reflect the true picture of what the tire dealers and retreaders feel 
about the situation. Do you have any comments on that? 

Mr. Lennon. Yes; I do, Mr. Huddleston. I am sure it does not. 
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My information is that only a few of the 121 service stations in the 
Fayetteville area, most of whom handle tires and batteries, are mem- 
bers of his association. It is my information that of the 24 tire deal- 
ers and recappers engaged in that business only, as well as inciden- 
tal sale of batteries, only 2 are members of his association, so it is 
obvious that his questionnaire that went out did not reach the people 
in these affected areas. 

Now, of the 3,000 that he sent out, my guess is that a very small 
percentage went into the particular Fayetteville military installa- 
tion impact areas, so that return of 200 out of 3,000 is no indication at 
all as to the feeling of the people affected by this = 

The people in Wilmington, N. C., my home, everybody there might 
be a member of his association, but they wouldn’t be affected by it. 
We are 55 miles from Camp Lejeune and Cherry Point, and we are not 
affected by it. It is only those communities where you have a mili- 
tary installation of whatever nature it might be right in the center 
of the community that you will hear from. 

I have the list of my tire dealers, and so forth, and their addresses, 
and the service stations, and they are just not members of this associa- 
tion. 

Mr. Huppieston, You may have given that figure earlier, but how 
many tire dealers and retreaders are there in the Fayetteville area ? 

Mr. Lennon. Twenty-four tire dealers and recappers who also sell 
batteries in the immediate Fort Bragg area—within a matter of 5 or 
6 miles at the outside, all the way up io the reservaiton itself. There 
are 115 other service stations in the same area, most of whom sell 
tires and batteries. 

There are 46 new and used car dealers, and from all of these you can, 
of course, buy a tire or battery. That just shows you how these peo- 
ple would be affected if this permission were granted to the Depart- 
ment of Defense in that one area of eastern North Carolina, in the 
Fayetteville area. 

Mr. Chairman and gentlemen, I do appreciate your courtesy and 
patience very much. 

Mr. Puiwermn. Thank you very much for coming and presenting 
your splendid statement. 

Mr. Louis Rothschild, executive director of the National Retail 
Association of Clothiers and Furnishers. 

You may proceed. 

Mr. Rornscui. Mr. Chairman and gentlemen, my name is, Louis 
Rothschild, and I am the executive director of the National Associa- 
tion of Retail Clothiers and Furnishers, which organization has been 
the national trade assoeiation of men’s and boy’s wear stores since 
1914, Our national headquarters are located at 1006-10 Munsey 
Building, Washington, D. C., with a branch office at 200 Fifth Avenue, 
New York City. 

Our membership consists of nearly 2,400 firms located throughout 
the country. By any definition, the trade we represent is small busi- 
ness. You gentlemen are well aware of the present plight of small 
business. The Congress and the administration have recognized the 
special problems of existence which face the little enterprises in our 
industrial picture. These present proposals, to which we are appear- 
ing in opposition, would add another serious burden to the operating 
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difficulties of small retailers. In many cases, they may be the pro- 
verbial straw breaking the camel’s back. 

Our prior and present position on the basic services and functions 
of the post exchange and the ship-service stores has sometimes been 
misinterpreted. Let me say at the outset that we do not oppose their 
proper functioning in the historic manner in supplying items of con- 
venience and necessity to those in the armed services. We are not 
the mortal enemy of the exchange operation but agree that they serve 
a needed purpose in building the morale and making more attractive 
service careers to the fine men and women in the armed services. 

Let me digress for a moment from the prepared statement and 
call your attention to the Honorable Mr. Jackson’s statement yester- 
day on page 3, in which he proposes an entirely new and unique con- 
cept of the purposes of the exchanges. His sentence reads: 

The armed-service exchanges are designed to fill the functions of a neigh- 
borhood shopping center for service families at the installation. 

That is getting pretty far afield from the basic purpose that it 
had been our understanding has been the function; the supplying of 
items of convenience and necessity. A neighborhood shopping cen- 
ter supplies much more than items of convenience and necessity to 
the communities which it serves, as you gentlemen know. 

We agree that the fine officers who guide our armed services have 
a problem which is of national interest and which we, as citizens 
want solved in encouraging reenlistments and in urging men and 
women to make their lifelong careers in the Army, Navy, Marines, 
and Air Force. We agree that many of these individuals are under- 
— when compared to similar, often scientific, work in private in- 

ustry. We know that unless these individuals reenlist, the Govern- 
ment has lost much of the expense of the training and that this makes 
for a bigger tax burden on the entire economy. Fringe-benefits, 
however, are a problematical solution with no evidence that the buy- 
ing of luxuries at lower prices is sufficient of a fringe benefit to have 
a real impact on reenlistments. 

The cost of maintaining the armed services should be evenly placed 
upon the entire economy, and this includes the fringe benefits. It is 
unfair to say to a segment of the economy that in addition to paying 
their just share of taxes they should pay indirect extra taxes by re- 
linquishing to Government-sponsored stores business which would 
normally be theirs to attract. The present proposal would ask a 
particular segment of the retailing economy to go beyond its call of 
duty to the country and to reduce its much needed volume of busi- 
ness. This is the face of the recognized situation where many men’s 
wear stores are now confronted with lack of profits; where solution 
of the many present problems seems to many to be merger or bank- 
ruptcy. 

xchange stores are not competition for established independent 
men’s wear stores, for the regular merchant cannot compete. The 
exchange ‘store specializes in handling well known and recognized 
brand-name goods, particularly men’s wear, which are priced 15 to 
25 percent below those of the independent merchant, whose retail 
— on these goods are largely manufacturer fixed. Recently we 
ave seen some of the very commendable literature published by the 
Exchange Service in a highly laudable effort to prevent abuses of 
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the exchange privilege by those in the armed services. To prove my 
point, may I quote Frons two cartoons directed to the enlisted per- 
sonnel. This one I hold in my hand is one of the fine pieces of litera- 
ture being distributed to curb abuses, and I will quote from it, “Do 
not price things at a civilian store with no intent to buy.” Do not 
boast to civilian merchants that you can get it cheaper at the PX. 
They have legitimate expenses, and their prices must be higher.” 

I raise that point to show we do not intend to compete with the PX. 

Incidentally, despite my appearance here today and my opposition 
to the proposals, may I compliment those in charge of the Armed 
Forces eccliieiges on their recognition of the problems of the retailer, 
on their efforts to cooperate, and on their cooperative and friendly 
attitude as expressed in the recent conferences in which honest efforts 
were made by both sides to arrive at agreements. 

At the recent convention of the National Association of Retail 
Clothiers and Furnishers held in Atlantic City, N. J., the following 
resolution was adopted : 


The National Association of Retail Clothiers and Furnishers, recognizing that 
military post exchanges and naval ship service stores serve a useful purpose in 
building morale among the armed services and in providing funds for recrea- 
tional and welfare activities, insist nevertheless that it is not the function 
of these Government-supported stores to have competitive advantage over retail 
merchants in civilian-type goods. We recommend that the restrictions previously 
imposed on these exchanges by the congressional action be adhered to and 
enforced. Our position is in accord with the report and recommendations of 
the Hoover Commission which we approve. Restriction of exchanges to items 
approximating commodities of necessity and convenience will prevent abuses 
by which unauthorized individuals avail themselves of these facilities. It 
is not the function of the exchanges to become volume department or clothing 


stores. 


To refresh your recollection, the Hoover Commission recommended 
as follows: 


Commissary stores and post exchanges: Department of Defense, in accordance 
with congressional intent, should confine them to localities where adequate, 
reasonably convenient services are not available. Except in isolated and overseas 
locations, confine use to military personnel. Congress instruct Comptroller 
General to make complete survey of operations to determine costs to discover 
what “fringe benefits” really are and what profit or loss really is. Comptroller 
General to determine whether the intent of Congress is being carried out. 

Now, with these preliminary remarks, I would like to discuss the 
specific proposal before your subcommittee, namely, the suggestion 
that post, exchanges be permitted to sell men’s sport. and casual coats. 
We are in opposition to this proposal. 

Recalling the 1949 hearings in which we appeared, the results were 
very disappointing to the men’s wear trade. The conclusion was a 
compromise in which fundamentally all men’s furnishings and sports- 
wear, as contrasted to what we call in the trade tailored clothing 
was abdicated, to.the exchange stores. We were comforted with the 
clear-cut congressional intent to keep these Government-sponsored 
stores. out,.of.the tailored clothing category which includes ciyilian 
suits, outercoats, dress pants, and sport coats. In the average men’s 
store this is slightly ever 50 percent of the volume of the store. As 
I remember the hearings, statements were made almost. unanimously 
that, exchanges should not sell men’s suits, ' 

The congressional intent was clearly stated in. the final list when the 
subject of pants was adjudicated. The authorized list specifically in- 
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tended to outlaw dress trousers and in the discussion before the com- 
mittee there was frequent mention that pants for golf on those posts 
which have golf courses were an item of convenience and necessity. 
The list.as approved read: “Pants for active sports, $10 limit.” The 
stress was for active sports. That specifically was intended to bar 
pants for street or dress use. Parenthetically, may I note that the 
wholesale price limit is now $12, which means a pair of pants that 
would normally retail for $18. 

The present proposal to include sports coats is an admission by the 
armed services that the 1949 list is being violated in that pants for 
dress and street wear are being stocked and sold. It is inconceivable 
if a man in the service were to be offered a sport coat as an item of 
convenience and necessity that the pants to go with it were not avail- 
able. Butthose pants areavailable. In interpreting pants for “active 
sports” the armed services are stocking and selling a full line of fine 

ress and street trousers. Those who visited nearby Andrews Field 
post exchange recently tell me that the complete stock of dress pants 
would do justice and probably be more complete and larger than 
the finest men’s store in Washington, D. C., certainly a competitive 
area. 

Yesterday General Parks in his questioning stated that the exchanges 
are selling sport slacks. Now, that is different than pants for active 
sports wear, and yesterday if any of you gentlemen noticed I dressed 
especially for this hearing in that I wore slacks and a sports coat, and 
the slacks and sports coat were entirely in order. I neglected to put 
on my act today, but I am delighted that the counsel of this committee 
is appearing in slacks and sports coat, which is perfectly proper in to- 
day’s sartorial estimate. That is the type of goods—those pants are 
the type of pants that the exchanges are selling, which Mr. Smart has 
on, and the sports coat is the type of coat that they want to sell. 

May I interpolate here, while I am digressing for a minute, that 
in the questioning yesterday General Parks stated that the wholesale 
price limitation wanted for sport coats would be $30—a $30 sport 
coat would retail normally at $50, it is a good quality sport coat. 

However, in our negotiations at the Pentagon, and in our friend] 
conferences, the proposal was for such coats with a $22.50 limit, whic 
would be a $35 sport coat. I am disappointed that the military has 
seen fit to—in view of the fact we would not agree to $22.50—to come 
here and ask for a $30 limit. 

As a golf duffer, I know there is no such thing, or very rarely, as 
a golf pants made especially for that sport. I personally wear an old 
pair of dress trousers that have outused their usefulness. If you play 
golf, if you fish, or if you engage in any of the other active sports 
ask you gentlemen how you distinguish between “pants for active 
sports” and dress trousers or slacks. By calling everything pants for 
active sports, the armed services are evading the specific intent of this 
committee from its 1949 discussion. 

It occurs to me that the hands of the military coming to this com- 
mittee asking for the right to sell sport coats are not entirely clean 
and they should in all conscience also ask for the right to sell dress 
and street trousers, so that we might meet the issue squarely as to 
whether the door is to be opened to exchanges to handle all manner 
of men’s civilian tailored clothing. 
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Except in a genuinely isolated post, a sport coat is not an item of 
convenience and necessity. While those in the armed services are now 
permitted to buy and wear civilian apparel when off duty, there is 
no compulsion to do so. In all but the really isolated posts there 
are many decent, respectable men’s wear stores ready and anxious 
to sell sport coats to those in the armed services at reasonable and 
fair prices. It is inconceivable to me that a member of the armed 
services is going to reenlist because he can buy sport coats at near 
wholesale prices. 

Sport coats are of increasing importance to the retail men’s wear 
economy. As you gentlemen are undoubtedly aware, the growing 
fashion trend among men is to wear sport coats and slacks for business 
as well as casual appearances. 

In that connection I am sure Mr. Smart would feel entirely properly 
dressed. 

The March issue of Look magazine devotes a full page to the 
nonmatching suit, which is the slack and sport coat in harmonizing 
blends as worn by your distinguished counsel. 

Mr. Smart. I would like to interject, Mr. Chairman, that I did not 
dress as an exhibit for this hearing this morning. 

Mr. Puiizrn. I was about to comment on his growing sartorial ex- 
cellence. 

Mr. Roruscuitp. The figures show the importance of the sport 
coat, and the ever-necessary trouser, to the consumer. Statistics sup- 
plied to us by the Clothing Manufacturers Association of the United 
States show that for our population of approximately 60 million males 
over the age of 15, last year there were manufactured slightly under 
22 million suits. In the same year there were manufactured over 60 
million pair of pants, the kind of trousers that the armed services 
now stock calling them “for active sports.” That association esti- 
mated that last year 8 million sport coats were made. 

Despite the growing population, the number of suits manufactured 
has remained comparatively unchanged during the years and still not 
equaling 1947 when some 24 million suits were made. But in the same 
period, the sale of pants has doubled and so has the sale of sport 
coats. In our new era, sometimes called suburban living, the sale 
and wear of sport coats and slacks has increased and will continue 
to and that business is a very vital part of the men’s wear store present 
and future lifeblood. This is certainly no fringe retail operation that 
now the armed services want to encroach upon. It is to be pointed 
out that naturally most of the users of slacks and sport coats are 
those in the younger age brackets, the same age brackets which include 
those in the armed services. 

The proposal of the armed services to include sport and leisure 
coats in the permitted merchandise at exchanges has been widely pub- 
licized to our membership throughout the country. The response in 
opposition has been loud and prompt. Dozens of our members have 
written to their representatives in the Congress urging support against 
this proposal. 

May I point out that in the original request to this committee, the 
armed services requested permission to stock “sport coats” alone: 
The last list—and this is not accurate, there were several lists—which 
was presented to us amended this definition by asking “sport and 
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leisure.” There is no trade definition of when a sport coat ceases to 
be a sport coat and becomes a Jeisure coat. I would oppose both pro- 
posals and point out that if a compromise is worked out so that leisure 
coats are permitted to be handled, will we have on our hands another 

“pants for active sports” trick about which I have talked so strongly ? 

Now, I would like to discuss the proposal to add certain items of 
boys’ apparel to the permitted list of merchandise to be sold at 
exchanges. This is of importance to many of our members. It is 
estimated that 20 percent of the men’s wear stores of the Nation also 
handle boys’ wear. We are opposed to this further encroachment in 
the matter of selling civilian apparel. Incidentally, the astounding 
figure was disclosed at the conferences held with the military officials 
that in domestic exchanges last year apparel sales were over $32 mil- 
lion, not including uniforms. It appears to us that the bulk of this 
terrific figure is in civilian-type apparel and it represents a substan- 
tial degree of diversion from regular retail trade. 

May I review the record. In the original list submitted to this 
committee last September, the armed services asked permission to 
handle infants’ and children’s clothing and accessories, stating that 
presently authorized was only infants’ clothing. In our conferences 
and \after the armed services had been informed of our opposition we 
were told that this request to the Congress was in error and that the 
services now had the right to handle children’s clothing and accesso- 
ries, with the exception of five items, namely, dresses, skirts and 
blouses, gloves, shoes, and boys’ sport coats. At this conference we 
were astounded to be informed that the military now construe the 1949 
authorized list under the heading “Clothing and Accessories (Civil- 
ian Type)” to automatically include children’s wear. 

It. 1s correct that the list approved by this committee did not 
specify men’s wear, women’s wear, or children’s wear. The differ- 
ences in the sexes were covered in the word itself through separate 
listings such as “socks” and “stockings.” As one who went through 
the hearings and the conferences some 8 years ago I have no recol- 
lection of any consideration to children’s wear, the matter was not 
considered, and for the armed services now to take a legalistic approach 
is wrong and contrary to the intent of the Congress, in my humble 

opinion. 

It seems to me that before this committee considers the specific 
five items of children’s wear, that there should be a determination of 
what was intended in the civilian-type clothing and accessories list 
approved in 1949. Did you mean to include boys’ raincoats with a 
$12 wholesale price limit, which w ould make a luxurious $18 retail rain- 
coat for a 15-year-old son of a serviceman? Did you mean to include 
children’s robes at a wholesale price limit of $12, which is certainly 
a high priced item for a child ? 

Boys’ wear was not considered in the discussions, the testimony, nor 
in the consideration by either the retail groups or the members of the 
committee in 1949. It should not now be incorporated by inference. 

As to the specific five items now requested, the one of. keenest 
interest to.our membership is naturally boys’ sport coats. The recom- 
mendation of the armed services is up to age 12, which in the trade is 
recognized as coats suitable for. a boy 15 years of age, after which he 
would: be able to wear’a man ’s size sport coat. All that I have said in 
opposition to men’s sport coats is equally applicable here, although 
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here it is even more obvious that definitions would be pushed to an 
extreme to regard boys’ sport coats as items of either convenience or 
necessity. 

In conclusion and speaking directly to the specific subject. before 
you, I want to voice honest and strong opposition on behalf of the 
men’s and boys’ wear retailers of the Nation to the proposal that 
armed services exchanges be permitted to sell men’s or boys’ sport or 
leisure coast. In addition, may I request that this committee seriously 
study the following points: 

1. Violation of present regulations specifically in selling men’s 
pants other than for active sports use. 

2. Misconception of the present regulations in construing many 
items of children’s apparel under the general category intended for 
adult apparel under the heading “Clothing and Accessories (Civilian 
Type). 

It is my hope that this committee, with their acknowledged keen and 
proper interest in the welfare of the armed services, and particularly 
the enlisted personnel, in which interest we sincerely join, will also 
be aware of the problems of the civilian economy and the fact that 
retailers of the Nation are not only ready, but willing and anxious to 
conscientiously serve these same armed services to whom they have a 
right. to look as consumers and members of the great American public. 

Mr. Puizsin. Mr. Rothschild, you have made a very fine statement. 

You made reference to violation of present regulations regarding 
the sale of men’s pants. Do you have some evidence regarding this 
matter that you would like to present to the committee about these 
violations, or were you just suggesting it for possible study by the 
committee based on some reports? 

Mr. Roruscuitp. The evidence I have is common knowledge that 
would be available to any one of you committee members if you visit 
any of the post exchanges, and look at the pants stock. The fact that 
the wholesale price limit on pants originally fixed at $10 now is $12 
because of the cost-of-living index—— 

Mr. Puiterx. Your complaint, the gist of it, is that the regulations 
were broadened to include items that were originally contemplated 
in that field of pants and sportswear ? 

Mr. Roruscuitp. Yes, sir. 

Mr. Puuwern. That is, rather than confining themselves as you con- 
strued the regulations of 1949, that they have now broadened the list 
in that category, and also in the sportswear category ? 

Mr. Roruscuitp. I am only speaking of pants, only of trousers. 

Mr. Puitein. Not of sportswear? 

Mr, Roruscuitp, No, sir; not of sportswear. The regulations in 
1949 read “Pants for active sportswear,” which were the words written 
in. 

The intention was that that was to be pants for active sports, and 
not to be street or dress trousers, 

Mr. Pxuitpin. So you contend now that that category has been 
broadened ? 

Mr. Rornscuttp. They are stocking, as the general admitted yes- 
terday, sport slacks, which is the general name given for dress pants. 

Mr. Putten. Now, what about the children’s apparel, the inter- 
pretation of that category which you made reference to? You say 
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there is misconstruction of the general category under the heading 
“Clothing and Accessories” ? 

Mr. Roruscuiwp. My point there, Mr. Chairman, is that the 1949 
list, as you will recall, had items “Clothing and accessories, military 
type, military personnel only,” and a list of items. 

Then it had “Clothing and accessories, civilian type.” Under the 
heading “Athletic Apparel, ” it had “footwear for active sports, head- 
wear, and so forth,” and I might point out that the fourth item on the 
list is “Pants for active sports, $10 limit,” and it is under athletic 
apparel. 

os we were thinking, in 1949, of the enlisted man and the officer, 
for those pants. The theor y of the military now is that they can 
handle boys’ pants under that classification because it didn’t say men’s 
pants alone, and I say that that interpretation is wrong, is contrary 
to the intent, was not included, as I rec all the hearings, in any discus- 
sion here—there was no discussion of boys’ pants there. 

Now, the same thing applies to other items such as shirts for active 
sports, summer type, "$6 is the present limit. We were thinking of 
sport shirts for men. The military now contends that because it 
doesn't say “for men only” that that includes boys; and I say that was 
not the intention, and originally, in the September list as submitted 
to this committee, the milit: ary he ad the same impression I have, because 
the list submitted to this committee requested permission to handle 
complete lines of boys’ and girls’ clothing up to size 12, which T again 
tell you is age 15. 

When opposition developed—and please don’t misunderstand me, 
I hold General Parks and his association in highest regard, and in the 
heat of negotiations you sometimes look for legalistic outs—in the 
negotiations when opposition appeared they said, “We now have legal 
right to handle practically all boys’ and girls’ wear, except these 
5 or 6 specific items,” and I say th: at is wrong. 

Mr. Puizern. It is your contention that there should have been a 
narrower interpretation placed on that, that these items were for 
adult members of the armed services, not for their families? 

Mr. Roruscnitp. That is correct, sir. There are certain items that 
are obviously for the female section—dress shields, brassiers—they are 
in the list—girdles, gowns, panties, slips. Now, according to the 
military interpretation they can handle brassiers for girls up to age 
15, size 12, whatever that hint be. I am not an authority. 

Mr. Puts. Do you have any questions, General Devereux ? 

Mr. Deverecx. What is the difference in price between what some 
of these articles can be sold for in the exchange and the outside ? 

Mr. Roruscuitp. Generally speaking, I think the clearest example 
would be that the exchanges do a large business on brand-name shirts- 
Arrow, Manhattan, Van Heusen. That is a price-fixed commodity that 
is sold in every retail store—I believe I am right—at $3.95; and, 
incidentally, we agreed in one of the compromises reached at our 
Pentagon conferences that, regardless of what happens to the wholesale 
price of that item, the PX should be permitted to handle them. 

Now, I would request, Mr, Devereux, that you ask the question here 
from the armed services what the »y sell them for. They sell them for 
considerably less. 

Now, the services, as I understand it—and they can supply this 
information better than I—sell apparently on a markup of 20 to 25 











3295 


percent. I may be wrong as to that. The regular historic resale 
mar ee which has existed for generations is 40 percent. A sport coat 
costing $30 wholesale will retail for $50, A pair of pants costing $12 
wholesale will retail for between $18 and $20. The prices at the. post 
exchanges I am sure they can supply, they know what their markups 
are, but they are materially under dtee. 

Mr. Devereux. These nationally advertised brands of clothing, does 
the retailer stick to that price ? 

Mr. Roruscuimp. Yes. Fortunately, or unfortunately, either way 
you look at it, in our industry we have very little trouble with either 
fair traded or retail price suggested goods. Most goods are labeled 
by the manufacturer with the price, and when you say clothing, may I 
qualify that to be furnishings. In our trade, clothing we regard as 
suits, topcoats, and tailored goods. 

Mr. Pus. Mr. Huddleston ? 

Mr. Huppieston. Mr. Rothschild, you are, believe, executive eee 
of the National Association of Retail Clothiers and Furnishers? 

Mr. Rornuscuiip. Yes, sir. 

Mr. Huppreston. I note on your letterhead, Mr. Mervin Blach of 
Blach’s Department Store in Birmingham, one of the finest in our 
district, is one of your regional vice presidents, 

Mr. Roruscuiip. And a past president of our association. 

Mr. Huppieston, He is a very good friend of mine, and I am glad 
to see him take an active part in your organization. 

Mr. Roruscuitp. He was present at the resolutions committee meet- 
ing, and also at the board meeting which adopted the resolution which 
I read. 

Mr. Huppteston. Now, how many stores are members of the Na- 
tional Association of Retail Clothiers ? 

Mr. Rornscuitp. Slightly under 2,400. 

Mr. Hvupp.esron. And how many in your best judgment retail 
clothiers’ and furnishers’ stores are there in the country 

Mr. Roruscutip. Approximately 17,000. 

Mr. Huppreston. 2,400 out of the 17,000 are members of your 

organization ¢ 

Mr. Roruscump. Yes; but may I point out according to the census 
figures of the 17,000, approximately 50 percent are very small stores 
doing volumes under $50,000 a year. 

Mr. Hvuppiesron. And most of yours would be the larger stores? 

Mr. Rortiscuiip. No; our average store, our average member, is a 
store which does a volume of around $160,000 a year, which is still a 
very small store. 

Mr. Huppiesron. Now, you mentioned, I believe, this item of pants 
for active sports. Was there any effort made in the hearings and 
conferences in 1949 to define this term so that the areas of disagree- 
ment and interpretation would be narrowed in this field of pants? 

Mr. Roruscutp. I can only speak from recollection. I was in on 
the conferences. My recollection is that we said “Yes,” you ought to 
be able to sell golf pants, but not dress pants. 

Now, I will admit that there is no definition of what is a pant for 
active sport, and if a guy comes in to a PX and says, “I want a $12 
wholesale pant, I want to go fishing,” it is unreasonable, but what 
can you do? 
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Mr. Huppresron. It seems that in that particular case you have 
difficulty in defining pants, but also you have a difficulty in defining 
just what are active sports. 

Mr. Roruscutp. That is correct, sir. 

Mr. Hvuppsrsron. You have confusion confounded—you have two 
indefinite terms in the phrase, and it is hard enough to define one, 
many times. 

Mr. Rornscump. My complaint is that the armed services have in- 
terpreted it to their best advantage, and to our worst. 

Mr. Krrouix. As a matter of fact, active sports can get into the 
social field nowadays. 

Mr. Huppieston. Mr. Chairman, I have no further questions. 

Mr. Puuser. Mr, Bray. 

Mr. Bray. | have no questions. 

Mr. Prien. Mr. Kitchin. 

Mr. Kirenux. Mr. Rothschild, you made reference to the ditferential 
in prices being approximately 40 percent on these named items. Do 
you have any information as to the so-called fringe benefits, or dis- 
counts that are given to employees of the largest stores, for instance, 
in your organization ? 

Mr. Roruscuimp. Oh, I think practically all stores in owr organiza- 
tion give some sort of advantage to their own employees. 

Mr. Kircnin. Is there a set policy y? 

Mr. Roruscuitp. Not only in our stores, for their benefit, but you 
have to be well dressed to be a salesman in a men’s store, and I know of 
a couple of stores that gives suits free to their salespeople to keep them 
well dressed. 

Mr. Kirenin. That is a salesman employed in the confines of the 
store ¢ 

Mr. Roruscuivp. That is right. 

Mr. Kyron. Is there a fixed policy within your association as to 
what discounts are given to the employees as a fringe benefit ? 

Mr. Roruscuip. There is no policy, and there is no uniformity. 
All stores do something. 

Mr. Krren1n. Well, I will ask it this way: Isn’t it, as a matter of 
fact, the general policy to give employees of the larger retail stores 
a wholesale price plus whatever tax is incumbent upon the establish- 
ment ¢ 

Mr. Roruscutip. The next witness would be in a better position to 
answer that than I, but it is correct that from my personal knowledge 
all stores give at least a 10-percent discount from detail to their 
employees. 

Now, may I point out, Mr. Kitchin, if I follow your trend of thinking, 
that it is general practice in the economy for everyone to give their 
employees some discount or advantage. A manufacturer of washing 
machines, their employees can buy their washing machines. A manu- 
facturer of clothing, while he would not sell, if he is legitimate, to 
the consumer, he will sell to his employees at a discount. It is general 
a for any manufacturer, or any dealer in a commodity, to permit 
nis employees to get a benefit of an inside price. 

I do not think that that is comparable to the armed services, if I am 
reading your mind accurately, Mr. Kitchin. 

Mr. Krrenty. That is exactly what Iam trying to get. 
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Mr. Rornscuitp. I do not think it is comparable to the armed 
services. The armed services are not in the clothing business. The 
only thing the armed services can give their men at a discount is a 
war—that is their business—and defense, that is their business. It 
should not be an inducement to be in the service to be able to buy at 
wholesale. It should be an inducement to be in tho service to buy 
items of convenience and necessity without interfering with the 
service you are rendering your Government when you are in the service. 

Mr. Krrcnin. Would you draw the same analogy in a large depart- 
ment store where an employee is in the automobile accessory end of 
that department store, and should not be given any fringe benefits with 
reference to wearing apparel, that he is not in the business of selling 
wearing apparel ? 

Mr. Rorsscuip. If I may try to answer that question in this way, 
Mr. Kitchin, there is no question but that in the inducement to obtain 
employees, the store discount, particularly in the department stores, 
is an added incentive to get employees. You can read the classified 
advertisements of any newspaper in the country in which the depart- 
ment stores are continually advertising for help, and among the bene- 
fits they give, hospitalization, free vacation, and so forth, and liberal 
employee discounts. 

Now, let me contrast that, however, with a ‘practice that all retail- 
ing has opposed, but which still exists somewhat although it is de- 
creasing. in some large industrial plants there are operated what 
they did call company stores, through their purchasing agent, and 
those industrial stores operated, in effect, discount houses through 
their purchasing agent. If you worked for the X manufacturing 
company, which may make refrigerators, you could buy a bicyele for 
your son at an off price. 

Retailing generally—and I have been active in retail trade asso- 
ciations now for many more years than I like to admit—retailing 
generally has always opposed that practice just as strongly as we op- 
pose the encroachment, similarly, from the armed services. Retailing 
does not believe that it is legitimate for manufacturers, or public 
utilities, to compete with their own customers, and that is what these 
industrial plants do. 

I may be taking too much time, Mr. Chairman, in trying to explain 
this. That is what these industrial concerns do when they operate 
these buying services, and I am glad to report that they are decreasing 
in number. 

Now, the armed services—you can carry that analogy a little further. 
The armed services are competing with their own customers, because 
retailers are citizens, too, and they pay taxes. 

Mr. Krrontn. Well, do you infer by the statement that the personnel 
of the armed services are not citizens and don’t pay taxes? 

Mr. Roruscuitp. Oh, not at all, sir. 

Mr. Krrcntn. Without trying to belabor the point, I think you 
have answered my question—you don’t believe there is a true analogy 
between fringe benefits in private enterprise, in stores, as compared 
with the so-called fringe benefits to be offered to the armed services? 

Mr. Roruscut. No, sir; I do not. 

Mr. Krrenin. That answers my question. 

Mr. Putew. Thank you very much, Mr. Rothschild, for your state- 
ment. 
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Mr. William Burston, will you come forward and testify. 

Mr. Burston represents the National Retail Dry Goods Associa- 
tion; is that correct ? 

Mr. Burston. Yes, sir. 

Mr. Puiein. You may proceed. 

Mr. Burston. My name is William Burston. I am the manager 
of the merchandising division of the National Retail Dry Goods 
Association. We have some 8,000 member stores throughout the 
country. 

I appear on behalf of the association. Accompanying me is Mr. 
John Hazen, Washington vice president. 

My experience covers 30 years in retailing, 25 of them in stores— 
practically all of them in merchandising, as assistant buyer, buyer, 
and merchandise manager. 

There is fundamentally no disagreement between us and the mili- 
tary. Asa matter of fact, there is no “you” and “we” bet ween us. 

We are all “we,” since we are all citizens of this country and 
anxious in every way to further its way of life. We are especially 
“we” in relationship to the men and women in the military services. 

Aren’t they, after all, our brothers and sisters, our sons and daugh- 
ters, our brothers, sisters-in-law, our nephews, and nieces? And 
aren’t we at all times trying to make their service periods as agree- 
able, as happy as we can possible think to make them ¢ 

The increasing flow of packages from home toward all Military 
Establishments is but one visible evidence of our desire to give them 
those little luxuries we are delighted to be able to afford. 

Is the PX the answer, or one of the answers to the military person’s 
normal need for the civilized niceties which our standard of living 
requires ¢ 

I trust the committee will forgive my reminding it, and also the 
military executives, that the P X’s had their origin entirely in the 
country’s warm desire to provide for the conv enlence and necessity 
of our sons and daughters and relatives in the service. And that that 
desire was prompted by war conditions. 

Was it necessary, then, for the PX, as a medium for providing 
“convenience and necessity” to continue after the close of the war, 
except in those areas of our country and abroad where unless PX’s 
were established our military personnel would be seriously disad- 
vantaged ? 

Since the question of the extension of the items beyond those listed 
in the “gentlemen’s agreement” of 1949 has now been referred—not 
by us but by the military—to this committee and through this com- 
mittee to the Congress, our association feels itself no longer bound 
by either that agreement or the tentative ones on the unfinished list 
which we lately considered with the military. 

I should like to point out here that there were 23 categories of 
merchandise, not 7, first submitted to us. Of these 23, we took action 
on 18, 

On three we were able to persuade the military that the status quo 
should be maintained. 

On three the military agreed to maintain the original limits. But 
we consented to their adding certain items which logically belonged in 
these categories: Fans, vacuum cleaners, coffeemakers, in addition 
to the mixers originally agreed on. 
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That left 12 categories. On these we agreed—agreed not only to 
increase price limits ‘but also new categories. 

It was because we stood firm against five, less because they were 
different from the others but because we asked, “Where will this end?” 
and could find no answer that the military sought the intervention 
of your committee. 

Where istheend? What has become of the concept of “convenience 
and necessity” ¢ 

There is no disputing that children’s clothes, as a category, is the 
logical extension of infants’ clothing, a category agreed on in the 
1949 list. By extension, then, next would come girls’ apparel, com- 
pr ising dresses, skirts, blouses, gloves, shoes, because these classifica- 
tions are now suggested for children’s clothes, 

By further extension, next would come teen-age and misses’ 
and juniors’ and women’s apparel. We have agreed, as you will 
note, to maternity dresses. ‘The logical gap between what is now 
agreed on and this new one would positively ery to be filled—and 
could be very persuasively justified by the theory of logical extension. 

This would do also for the male sex. The military is asking to be 
permitted to stock boys’ sport coats. It is also asking for men’s sport 
and casual coats. Again by the theory of logical extension, one of 
these days the military y could justifiably come to us or to you ‘and ask 
to fill in the gaps between. 

We have said that the trend among the PX’s is to set up junior 
department stores. This is positively implicit in what the PX’s now 
carry and what they now wish to carry. 

Where is the end? And what has already become—and will be- 
come—of the doctrine of “convenience and necessity,” which the 
Congress originally and rightly used to establish the PX? 

I am informed that the best guess of the total volume done by all 
PX’s in this country upon the conclusion of the war—this is a guess- 
timate for 1947—was $30 million. In 1956, PX domestic sales on 
items competitive with the retailer were almost. $300 million. 

We retailers know so truly what “giantism” does to an ambition. 
“We've got something. Let’s make it bigger. Let’s get in the people 
to make it bigger. And they’ll make it even bigger because we'll 
make it worth their while—through incentive bonuses—to. make it 
bigger still.” 

We think that’s what has happened to the PX’s and will make the 
PX’s even larger in the future. 

Why should we not wish this to happen? After all, the PX’s 
are to help our sons and daughters, and nephews and nieces we men- 
tioned earlier. 

Yes, help. By all means help them. But why through the PX’s 
when establishing them and extending them means doing so at the 
expense of a single segment of our economy, the retailer? Equal 
with all other segments of the economy in both rights and obligations, 
paying equally our share of taxes to maintain our Government, why 
are we being discriminated against as no other segment of the economy 
at this moment. is, by the PX! 

The foundation of our economy is free enterprise. We must make 
a profit or go under. Taxes come from profit. And here the Gov- 
ernment is ‘setting up junior department stores, 180 of them, full 
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fledged, and some 300 others on a limited basis—in direct competition 
with one segment of the country’s taxpayers. 

If this were absolute convenience and necessity I know that no re- 
tailer in the United States would raise one finger to oppose it. But 
the great majority of the PX’s are not necessitous, though they sure 
are, I must admit ruefully, convenient. 

When the military stores are in downtown areas or in easy distance 
from established towns and cities, and there is absolutely no question 
of the locality’s ability to provide the serviceman with every need 
he may have, are the PX’s today serving convenience and necessity 
within the meaning of the congressional law which created them ? 

T make no claim for the statistical accuracy of the figures I am about 
to give you. They are a merchant’s idea of what is happening. How- 
ever, in making them I have tried to be scrupulously fair. 

The 1949 list of categories now competes with 28 percent of the 
categories the average dry goods retailer carries. To put it another 
way, in those areas where the PX’s are established the lo al retailer’s 
potential volume is reduced to the extent of 28 percent. 

As I figure it, the new list requested by the military would widen 
the competition to the extent of another 12 percent. That would make 
a 40-percent increase. The military would therefore be competing 
against the local retailer in 40 percent of his present business. I 
should also like to add that the new items, if approved, would amount 
to a 40-percent increase in the number of items the PX’s would be 
permitted to carry. 

You will say competition is good. And we would be the first to 
agree with you. But competition is not good, competition is damag- 
ing, competition is lethal, when the competitor is in fact subsidized 
by the very Government to which the retailer is paying his taxes. 

In the wartime PX days, PX volume was no threat. Each post 
had its own and each bought its own. Each was just another, even 
though its rent, and light, heat and power, and personnel and fixtures, 
were all paid for by Uncle Sam. These otherwise payable expenses 
were reflected in lower retails than the competing retailer could 
afford. Yet he managed, because the difference was not too consider- 
able. 

But since the war the PX has become big business. It buys cen- 
trally. It buys at the lowest possible price, the price only the biggest 
volume retailers get. 

In the war years the PX markon, we're told, was no more than 10 
percent. Today, because it has so much more expense to cover, the 
result of giantism, of volume making, the markon is 20 percent. 

But 20 percent on top of radic ally lower costs are responsible for 
retail prices in PX’s which frequently are what the competing retailer 
in the area has to pay, his own cost. How can the small independent 
retailer possibly compete against such subsidized, pricing? 

Though not acceptable, of course, this terrific underselling is under- 
standable.” But it becomes inexcusable—- and it hits directly at the 
American concept of profit in business—when military personnel 
frankly compares retail prices to the stark frustration of the local 
retailer. What is additionally disturbing is that relatives and friends 
also join this feast at the retailer’s expense. 

I have been astonished to learn that the “contract surgeons,” uni- 
formed personnel of the Red Cross, officers, and enlisted men of for- 
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eign nations, the staffs of Government Departments or Agencies out- 
side the military establishments, reserve components, inactive reserve 
components—all are eligible to buy at the military’s PX’s. And that, 
of course, includes their families and friends. 

Let me say at once that the military are aware of the abuses and are 
doing an honest and thorough job of trying to end them. But the 
abuses continue, because human nature is what it is. 

As a consequence, in every area where there is a PX, the retailer is 
on the defensive, frequently cutting his profit and thereby reducing 
his efficiency but still unable to come down to bare cost or below, for 
only on that would he be competitive. 

I have one more analysis to give this committee, if it will permit 
me. If the new list is approved, if the military is permitted to install 
it without the retailer’s consent, and we now definitely withhold that 
consent because we wish the original principle clarified and reestab- 
lished ; if the new list is approved, the PX’s will be adding 4,000 items 
to the thousands they now carry. 

[ have analyzed—the substantiating figures are appended to this 
statement—what would be 1 required by way of color, size, price line 
to give the military personnel minimum selection. The items total 
exactly 4,005, and any merchant examining my figures will say that 
I bent way backward to be conservative. 

Four thousand items additional with which to make the life of the 
area retailer, usually a small retailer—for it is only the small re- 
tailer in most cases who is the victim—anguished and hopeless. For 

“How can you fight Uncle Sam ?” 

The committee is aware, I’m sure, that we are not talking of little 
Wartime “canteens” when we talk of PX stores. The press has re- 
ported the building of $600,000 and $1 million structures, every 
stick of them subsidized by the taxpayer's money. 

We ask very earnestly : Where are we headed in this program? Are 
we to have, for ex xample, fringing W ashington, at Fort MeNair, Fort 
Meade, Fort Belvoir, Quantico, ‘the various military hospitals, Ana- 
costin Airbase and Bolling and Andrews Fields, multistoried PX’s in 
competition with downtown Washington stores’ The situation may 
be exceptional as to density in this area, but I assure you that rela- 
tively the same threat to the retailer’s existence is to be found every- 
where in the United States where PX’s do not serve convenience and 
necessity. More so, in fact, because small independents are frequently 
the admittedly unwitting, but still very real targets of these instal- 
lations. 

A final point. I am aware that the reason given for the request of 
the new items is to create fringe benefits—we call them hidden bene- 
fits, to stimulate enlistments and reenlistments. 

It has also been stated that the request is to “attempt to alleviate 
the hardship being experienced by service families, particularly those 
in the lower pay grades.” 

While we think the tax burden is high enough, we believe economies 
in Government can be effected with which to do this forthright thing 
for our service people: Adopt the Cordiner Committee pr oposals for 
merit increases and/or increase the services’ pay in order to attract 
more people to the armed services and to encourage others now in to 
make their careers in the services. 
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We retailers want nothing less than the finest military arm in the 
world and we’re willing to have our taxes accomplish that objective. 
We do, however, feel that no segment of the economy should be sin- 
gled out to pay the Government to in effect put it out of business. 

In sum, our association urges, especially with the voice of every 
small, independent retailer in this country, that this committee de- 
cline the military’s request for the extension of the items listed in the 
1949 “gentlemen’s agreement”; that the items in this agreement be 
limited entirely to the PX’s in those areas in this country so located 
as to be at too great a distance from either a city or town; and that 


in all other sections of the country the PX’s be required to reduce their 


lists, as promptly as practicable, to those items of convenience and 
necessity originally intended by the Congress. 
(The ‘appendix i is as follows :) 


Forecast of actual items PX’s would be involved in if permitted to extend present 
list of items 
SS = CUNCMIEL GL UO i os Se ae 


Sweaters: 7 sizes, 4 colors, 3 prices_ ea a 84 

Brassieres, maternity: girdles and belt, ‘maternity ; maternity dresses : 
6 sizes, 4 colors, 4 styles, 3 prices___ iiieTe LESit Ju 4 298 
slankets (including electric) : 4 brands, 2 models, 4 colors, 3 price ranges 96 
Coffeemakers: Top $30___- i i alla 8 
Record players: Top $50_- eal rit be penta nant, tee “ 4 
Carpet sweepers___- Sere ae Fekete sek Sse eres rie lore 2 
erin Shed eee ed es 3 BE 4 
Kitchen stoves____.____-__ a Cin ier. tock tes. evel te ulate biel btatend bas 3 
Clothes dryers______-_-- aol Ciel Chat i ; 2 
Plastic dinnerware: 3 prices ; aie namie “ 9 
Barthenware dinnerware: 3 prices eee! es. wpb ioe inice ae 9 
Radios: 3 models, 5 brands, 3 prices_____._______-__-_- sO ees 5 
Cemeras> 2 irands, 3 models; 3 prices... ick .2  ch ee le 9 
Power tools: 3 brands, 3 prices____.__.__--_- st i a tS 9 
Photo accessories_________ OI ee cee daae 12 
Lawn mowers__-_-_-__~ Se eI ee eee en ee gi ina Z 3 
Sports coats: 7 sizes, 4 ‘mode Is, 6 © olors or r fs abric a, Siprieesis ru 504 

Children’s clothing: 

Dresses, 5 sizes, 6 styles, 6 colors, 3 prices___....___- OS 540 
Shirts, 5 sizes, 6 styles, 6 colors, 3 prices_______- aad al ete 540 
Blouses, 5 sizes, 6 styles, 6 colors, 3 prices__ ie ae See 540 
Gloves, 5 sizes, 6 styles, 6 colors, 3 prices__..._._.________- eh i2D 540 
Shoes, 8 sizes, 6 styles, 2 colors_...-_ _-_- Se cae ta pad a) 96 
Boys’ sport coats, 5 sizes, 4 models, 6 colors, 3 s prices. ce aes 360 
Baby furniture, 20 items asked, 25 styles, 2 prices_______- se isan dee ie 80 
es Sacco run et Br eee bee ae eae 10 
ee SE OS Sk eas oH LS E SIPC" aD 
0 ES a ee pili ir a Et Ol _. 4,005 


Mr. Pumein. Thank you for your fine and forceful presentation, 
Mr. Burston. 

I notice you make reference to the additional number of items that 
would be provided or called for in the event of these extensions. Would 
you give us something about the basis for those figures / 

Mr. Burston. That would be, sir, by reference to the appendix. 
There, by my knowledge of merchandise, and in effect pulling myself 
in the position of the procurement people at the PX’s in trying to 
provide assortment by color, size, et cetera, I have set these down. 

I have been, I think, rather modest in the figures, as you will see. 
I put down, for both models and styles, eight numbers of typewriters. 
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We could very easily have gone into 32, and you still would not have 
finished the complete list to give an <ieciaat, shall I say, a good as- 
sortment. 

Remember that the number of items is complicated by the variety 
of the colors and the fabrics and the sizes, if they are required, which 
is quite apparent, and if you take the simple ‘matter of maternity 
dresses, I have just put down four styles. You could just as easily 
have 40 styles, and there are good maternity shops that have those. 

Mr. Puitern. You feel your estimate is conservative ¢ 

Mr. Bursron. Most, sir. 

Mr. Pus. Did you bring this list to the attention of the military 
in tlie conferences ? 

Mr. Bursron. I did not, sir. I did this following the news that 
we would come to this hearing, sir. 

Mr. Pur. I take it from your statement that you are opposed 
to any extension whatsoever of the present authority under the regu- 
lations ¢ 

Mr. Bursron. Yes, sir; we are. 

Mr. Puitein. That is the position your organization takes? 

Mr. Bursron. Yes, sir. 

Mr. Pune. And you want to go on record here to that effect. 

Now, do you have any—I notice you made some general statements 
indicating that there was a pretty broad coverage of patrons in the 
exchanges. Were you intimating that the regulations regarding 
authorized personnel and restrictions on persons who may buy are 
not being complied with by the services? 

Mr. Berston. With all the best will in the world to the military, 
they, themselves, lam sure, would agree that they are not. 

Mr. Primi. Do you have some evidence along that line? 

Mr. Bursron. Yes, sir; we do, and the fact that they have right- 
fully got up this very good public-relations program of theirs, ex- 
amples of w hich I am’sure are available to the committee, would indi- 
cate they are aware of the abuses and would try to end them. 

Mr. Puiiern. You called those abuses to their attention? Have 
you called specific instances to their attention / 

Mr. Bursron. We would not wish to. 

Mr. Puitern. Do you have them available to submit for our record ? 

Mr. Burston. We have quite a number of them; yes, sir. 

Mr. Puteri. I would suggest in that event you submit them to the 
committee for our consideration. 

Do you have some quest ions ¢ ¢ 

Mr. Devereux. On page 3 you make reference to your guestimate 
of $30 million in 1947, and in 1956, $300 million. Is that not because 
of our commitments overseas ? 

Mr. Burston. No, sir; that is only the domestic figure. 

Mr. Devereux. Now, in page 3, you refer to “markon.” Is that 
the same as “markup” ¢ 

Mr. Bursron. Yes, sir; they are interchangeable terms. 

Mr. Drverevux. I cannot quite understand if the PX’s are doing this 
great volume of business, it would seem they would be able to buy for 
less, and the necessity of a markup or markon would not be as great 
as when they were buying as individual stores. Would you explain 
that to me? F 
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Mr. Bursron. You have added, sir, additional personnel to take 
care of the large number of units, which requires additional super- 
visory people, and that adds expense. That is why the cost of doing 
business increases, but if you begin with a lower floor, then the height 
at which the merchandise is sold with the Jar ger markon still becomes 
less than it was during the war. 

Mr. Devereux. And your suggestion is that we are not doing a very 
good business ? 

Mr. Burston. I think you are doing too good a business. 

Mr. Drverrvx. I mean by having the centralized purchasing agents. 

Mr. Burston. Oh, no, 20 percent is a very efficient way of doing 
business. 

Mr. Deverrux. We have greater overhead, then 

Mr. Burston. You have, undoubtedly. 

Mr. Devereux. And this necessitate a larger markup / 

Mr. Bursron. Yes, sir. 

Mr. Devereux. if we reverted back to our previous system of the 
individual post exchanges buying indirectly we wouldn’t have to have 
such a markup? 

Mr. Bursron. But the price level would be higher if you reverted 
to it than it is now, because you are buying and making very sub- 
stantial savings because of your central purchasing. 

Mr. Deverevx. No, on page 6, in the middle of the page there, you 
make reference to inactive Reserve components being able to buy at 
post exchanges. It was my understanding that they were not allowed 
to buy. Do. you have any evidence to the contrary 4 

Mr. Bursron. We have this to read from: 2-201.2 of ae er 
tions definitely cites them as eligible to es hase in the PX, 

Mr. Deverrux. 1 would like to hear from General cae, on that. 

Mr. Bursron. Even though they are on inactive duty. 

Mr. Huppirsron. What do you mean by inactive duty? Did you 
mean reservists ? : 

Mr. Burston. When they are on active duty—I am now giving you 
a layman’s explanation, sir, as | understand it—they are ac tually in- 
active, but occasionally are brought back on active duty, and they 
then may buy at the PX. 

Mr. Deversvx. Oh, | would agree, and I understand that thor- 
oughiy. As inactive duty reservists, when they are in an inactive 
statu they are not then allowed to purchase at the post exchanges. 

Mr. Bursron. That is true, sir. 

Mr. Pumsin. Mr. Huddleston ? 

Mr. Hvuppiesron. No questions. 

Mr. Prop. Mr. Kitchin? 

Mr. Kivenix. T shoul dn't even ask this question, Mr. Chairman, but 
I was interested in a statement made by the gentleman on page 2 
wherein he says: 

Our association feels it is no longer bound by either that agreement— 


that I assume is the 1949 agreement— 


or the tentative ones on the unfinished list which we have lately considered with 
the military. 


What do you mean by that, if I might ask? 
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Mr. Burson. We wanted frankly to raise the entire question Of the 
prineiple of the thing, sir, with this committee, and through you with 
the Congress. 

As we indicated in our statement, the logic of extension can keep on 
indefinitely, and we would also be able to say, and have no reason to 
deny to the military—yes, from infants you certainly can move into 
young children’s, and from young children’s you can go into boys’ or 
girls’, from that into teen-age, and so on. 

Now, this obviously was the basis for the military’s request for 
these new items, extension of them, by this logic which I mentioned, 
and rather than go any further with it, to which we could not oppose 
any logic, because there is no opposition to that, it is good logic, we 
merely. wanted to raise the general question of the principle as to 
where we are headed in this program, and the harm that it is doing 
in the areas where the PX are now doing business. 

Mr. Pui. So it is in your general position that you are opposed 
to the extensions ¢ 

Mr. Burston. We are, sir. 

Mr. Pumaty. If the extensions were rejected would the situation 
be agreeable to you ? 

Mr. Bursron. Well, we would accept it, sir. 

Mr. Puitein. Do you have some questions, Mr. Smart ? 

Mr. Smarr. Yes, Mr. Chairman, I would like to pursue the ques- 
tion raised by Congressman Kitchin. 

Your association did participate in the conferences between in- 
dustry and the military ¢ 

Mr. Bursron. Yes, sir. 

Mr, Smarr. Did it in any instance come into agreement with the 
military on the 19 items which we understand were settled ? 

Mr. Burstron. There were a number of those; yes, sir. 

Mr. Smarr. Do you stand behind that agreement today, or do we now 
understand you withdraw from that agreement ¢ 

Mr. Burston. We now wish to withdraw, sir. 

Mr. Smarr. When was that decision reached ? 

Mr. Bursron. Since the appeal to the committee. 

Mr. Putter. Is that an unconditional withdrawal, or are there 
some conditions under which you would reinstate that agreement? 

Mr. Burstron. I think we would be reasonable, sir, but we wanted— 
since we had this appeal to you—again to forget items and categories, 
and really raise the fundamental question of what are the PX’s in- 
tended to do in relation to our present economy, and what are they 
doing to the present economy as it affects a particular segment of it. 

Mr. Pure. So it is not an unconditional withdrawal, you are 
willing to continue to discuss it and try to reach some agreement that 
would be acceptable to your members ¢ 

Mr. Burston. We would. 

Mr. Krrentn. If I may follow this line of questioning a little fur- 
ther, the reason I asked that question is that I interpreted your state- 
ment to mean that you are fundamentally opposed to PX’s, as such, 
on the basis upon which they are now being operated ? 

Mr. Burston. We are, sir. 

Mr. Krrcnin. And that goes back to the items listed in the 1949 
agreement as well as the additional items submitted now ¢ 
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Mr. Burston. It does, sir. 

Mr. Krreutyn. So your opposition goes not only to the items not 
allegedly in agreement with respect to the representatives of the other 
retail industries, your opposition is against the P_X’s as they are oper- 
ating now ¢ 

Mr. Burston. Yes, sir; it is. 

Mr. Puimer. Mr. Devereux. 

Mr. Devereux. Supposing the PX’s sold their goods for the same 
price as are sold locally. Would you have any objec tion then ? 

Mr. Bursron. Would they ever, and what good would they do, if 
they did? 

Mr. Devereux. I am asking you the question. 

Mr. Burston. Well, it is a hypothetical question. I don’t know 
how to answer it. It is not an actual fact, and possibly could not be 
a fact, if you will forgive my answering in that way. 

Mr. Devereux. If they did sell for the same price as a similar 
article is sold for locally, would your association then have any ob- 
jection ¢ 

Mr. Burston. Would there be convenience and necessity served by 
doing that ? 

Mr. Deverevx. Yes. 

Mr. Burston. We believe it would not be served. 

Mr. Devereux. It is possible it might be. 

Mr. Bursron. In this particular area—and I am just reporting a 
survey which our office made—you have such a density of PX’s, none 
is any distance from retailers, and thereby you wouldn’t be providing 
convenience and necessity. You would be duplicating service which 
the retailers today have available. 

Mr. Devereux. That is true, but they would not be competing un- 
fairly as you have presented it. 

Mr. Bursron. It would still make the Government a competitor, 
which it should not be. 

Mr. Puitsr. Mr. Huddleston. 

Mr. Huppieston. Mr. Burston, did the National Retail Dry Goods 
Association work out, participate in working out, the agreement filed 
with the 19 items on the new list ? 

Mr. Bursron. We were involved, sir. 

Mr. Huppueston. In addition to that, did the National Retail Dry 
Goods Association originally agree on the item dealing with baby 
furniture ? 

Mr. Burston. We did not, sir. 

Mr. Hupptxeston. Did you register a protest with regard to that 
item ? 

Mr. Burston. We withheld our consent. 

Mr. Huppteston. So you never did from the very beginning agree 
to any arrangement with regard to baby furniture ? 

Mr. Burson. No, sir. 

Mr. Puirern. Are there any further questions? 

Mr. Bray. 

Mr. Bray. Pursuing further the matter opened up by General Dev- 
ereux—that is, charging the same price for the goods at the post ex- 
change—don’t you believe such action if it were taken would then 
limit it purely to the matter of the convenience and necessity ? 
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For instance, you wouldn’t expect a man to take a bus to go out 
and buy razor blades. 

Mr. Burston. No, sir. 

Mr. Bray. So you recognize there are instances where it is very 
important and necessary that at least certain things should be ob- 
tained very close at hand ¢ 

Mr. Burston. Oh, without question, sir. 

Mr. Bray. And if everything were sold at the same price then a 
fellow on the post would only buy those things on the post where it 
was available to him, and the fact of a lower price on the post would 
not inflrence his buying? 

Mr. Burston. No, sir. 

Mr. Bray. So you believe something might be gained in exploring 
that possibility ¢ 

Mr. Burson. Yes, very definitely. 

Mr. Puirtsin. Mr. Smart has some questions. 

Mr. Smart. I have 1 or 2 more, Mr. Chairman. 

On page 6 of your statement you make the statement: 

Let me say at once that the military are aware of the abuses and are doing an 
honest and thorough job of trying to end them, but the abuses continue because 
human nature is what it is. 

I would ask you if it is not true, Mr. Burston, that the same abuse 
prevails in the retail industry, and there is nothing odd about it 
occurring in the military, is there, sir? 

Mr. Burston. No, human nature is the same. 

Mr. Smart. The committee has been advised that employees of a 
department store, for instance, Woodward & Lothrop, all have a 
markdown on merchandise which they can purchase in the store, and 
wouldn’t you agree that these employees buy at a discount for friends 
in about the same degree that military personnel purchase for friends? 

Mr. Burstron. True, and the same thing is being done in the stores 
as the military is now trying to do, to end the abuses. Both are doing 
the same job to end the abuses. 

Mr. Smarr. But the criticism is as valid against the retail indus- 
try as it is against the military exchanges. 

Mr. Burston. It is, sir. 

Mr. Smarr. I must raise some question about the number of new 
items which you say would be included. For instance, you have down 
here the item of sweaters, which you say will add 84 new items to the 
exchange list. Isn’t it a fact that sweaters were not added in this 
list, that a request was made to increase the cost limitation from its 
present level of $5 to $7.50, and that the services withdrew from that 
and left itat $5? Isn’t that true? 

Mr. Burston. That is absolutely true, and I apologize for its 
inclusion. 

Mr. Smart. Then that is not a valid figure on that list. 

3y the same token, I notice other items on the list. For instance, 
radios, and you assume, obviously, in arriving at your figure they 
would stock 3 models and 5 brands, at 3 prices. I don’t want to say 
it is not so, I merely question in my own mind, sir, whether or not 
any exchange can stock such an item in that wide a variety. 

Now, maybe it is so, but I would question whether or not they would 
stock, in the number of models and price ranges, and things of that 
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nature, because it is my understanding that the services normally try 

to find out the 1 or 2 items that appeal most to the service personnel, 
and restrict their buying and selling to that eategory, rather than 
trying to stock all the items within that 1 ¢ ategory, as is the case in 
the retail industry. 

I think General Parks, when he returns to the stand, can probably 
give the committee more information on that, but I would raise the 
question, sir 

Mr, Bursron. If I may comment on that, I think if you walk into 
any retailer’s establishment today you will find more than 45 pieces 
in the radio department representing models, brands, and prices. We 
must not forget also, sir, that the PX, just as every retailer has the 
very same pressure by all the national manufacturers to carry their 
lines, and if the PX arbitrarily said we will only carry, let us say, 2 
you would have 10 more manufacturers declaring, “Why should we be 
discriminated against; why don’t you include us?” 

Now, you are ‘alw ays up against that, as retailers—whether military 
or lay. 

Mr. Smart. I appreciate that, sir, but I do raise the question that 
the service exchange has a somewhat different problem and stocks 
merchandise on a somewhat different basis than does the full-blown 
retail store downtown here in Washington. 

Mr. Burston. If you will take the matter of shirts, sir, there is no 
question but what 1 brand can serve a particular purpose, and it is 
a national one, and there is no mania but. what 2 would, but already 
4 have been listed to you, and I can list you 2 more, which makes 6. 

Men will buy by names, first, and then by price, and that is what you 
would have to recognize. 

Mr. Smarr. I would raise the same question here: coffeemakers, 
with a top limit of $30, eight. Do you really believe the service ex- 
change would stock eight different types of coffeemakers 

Mr. Burston. Remember, now, I am talking items which might not 
be numbers, they would have to back that stock with 12 to 36 behind 
them, so you get not 4,000 items, you get 40,000. When I said items, 
I merely meant a listing, not. backing stock. 

Mr. Smarr. I wanted to raise the question as to the validity of add- 
ing 4,000 items through stocking the 19 items we have been talking 
about here, up to this moment. 

Mr. Bursron. I am sorry we made that error, and I apologize, 
gentlemen. 

Mr. Puier. If there are further corrections you would like to 
make in the list, we will be glad to have you do so. 

I thank you for your excellent testimony, and your efforts to help 
us. 

Is Mr. Burnstine here? 

You may come forward. 

Mr. Burnsttne. I have a brief statement I would like to file on be- 
half of the National Retail Jewelers Association, and the National 
Jewelers Association. 

Mr. Putten. We would be very glad to have your statement. 

Mr. Burnstixg. Mr. Smart, I believe, has copies of the statement. 

Mr. Purr. It will be included in the record, 
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(The statement of Mr. Bernard N. Burnstine on behalf of the Na- 
tional Jewelers Association and the American National Retail Jewel- 
ers Association is as follows :) 


This statement is filed on behalf of the National Jewelers Association and 
the American National Retail Jewelers Association, trade organizations com- 
prised of retail jewelers. 

Kirst, we wish to express our appreciation of the opportunity to meet with 
General Parks and his associates to discuss with them proposed changes in the 
authorized list of the military exchanges. We feel that such meetings lead to 
better understanding between the exchanges and the retail Industry. It is hoped 
that this procedure will be continued by General Parks and his suecessors, if 
and when further changes in the authorized list are contemplated. 

As a result of these conferences, agreement was achieved on all items which 
are distinctly jewelry-store merchandise. Concessions were made by both 
sides, the military agreeing to withdraw requests for some increases, and we, 
in turn, recognizing the soundness of other proposed changes. 

On other items, frequently sold in jewelry stores, but basically falling within 
other retail categories, we concurred in agreements reached with representa- 
tives of various branches of the retail industry. As the committee already has 
been informed of the agreements arrived at, we feel that it is not necessary to 
review them. However, if this committee should contemplate changes on items 
on which agreement has been reached with the military, we respectfully ask 
that we be given further opportunity to express our views. 

It is our understanding that this committee's interests are limited to the con- 
sideration of proposals for changes in listings submitted by the military services. 
Accordingly, this statement is confined to these interests. Nevertheless, we 
should like to reiterate our basic principle of opposition to Government compe- 
tition with private enterprise. We desire to emphasize that our agreement to 
the expansion of a number of listed items and increases in price limitations was 
predicated on the basis of the policy in effect as a result of the 1949 agreement 
between the military and the House Armed Services Committee. Our concur- 
rence does not mean recognition or acceptance of this policy. 

Thank you very much. 


Mr. Kircuin. May I ask one question: Did you for and on behalf 
of your association participate in the negotiations of these lists? 

Mr. Burnstine. We did. 

Mr. Kircutn. Do you have objections to raise? 

Mr. Burnstine. We reached agreement, there was give and take, 
but we concurred in everything, and there are no problems. 

Mr. Puteri. Is Mr. Burger here, of the National Federation of 
Independent Business ? 

Mr. Smarr. He doesn’t appear to be present. 

We have a statement from Col. Roscoe Turner, chairman of the 
aeronautics committee, national security commission, the American 
Legion, with a request that it be inserted in the record. It includes 
two resolutions adopted at their national convention in September of 
last year, one of which endorses an expansion of exchange privileges. 

Mr. Pui. Without objection, that may be included in the 
record. 

(The statement of Col. Roscoe Turner, chairman, aeronautics com- 
mittee, national security commission, the American Legion, is as 
follows :) 


Mr. Chairman and gentlemen of the subcommittee, I am apreciative of this 
oportunity which you have afforded me to appear and present testimony on a 
matter in which we of the American Legion are very much interested. 

At the outset, I should like to quote Dr. W. L. Barrow, vice president of the 
Sperry Gyroscope Co., who recently stated: “The problem of this age does not 
seem to be money but men.” 
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The importance of attracting and retaining capable and experienced people 
in the Armed Forces has been uppermost in the minds of the American Le- 
gion’s national security commission members for several years. 

At our 1956 national convention we adopted two resolutions, which, if im- 
plemented, would be a giant stride forward in remedying the unfortunate 
Situation caused by industry being able to offer more attractive careers to 
highly skilled personnel than what the military services are able to offer. 

With your indulgence, I should like to quote the texts of these two resolu- 
tions, submitted to the convention by the aeronautics committee of which I 
am the current chairman. 

First, Resolution No. 261: 

“Whereas one of the principal military deterrents of the United States 
against world domination by communism is superior air power ; and 

“Whereas human beings are the basic substance and most vital element of 
America’s global airpower ; and 

“Whereas superior operational effectiveness of highly technical and complex 
aircraft and equipment of the Air Force and air arms of the Navy, Marine 
Corps, and Army can be assured only by a hard core of exceptionally qualified 
officers and enlisted men, and the continuing ability of the air arms to retain 
their skilled personnel ; and 

“Whereas the air arms are experiencing a dangerously Icw reenlistment rate 
among their technically qualified personnel because of high pressure competi- 
tion offered by a booming civilian economy, actively recruiting skilled air tech- 
nicians by recognizing their skills with a high rate of compensaton; and 

“Whereas because the disparity of the pay received hy such technicians as 
compared with salaries paid for like duties in the civilian economy hinders 
the air arm in meeting the competition of the prosperity and the attractiveness 
of civilian life; and 

“Whereas an adequate solution to the problem of personnel retention is vital 
to this Nation’s national security ; Now, therefore, be it 

“Resolved, That the American Legion in national convention assembled in 
Los Angeles, Calif., September 3-6, 1956, petition the President and the Con- 
gress of the United States to fully examine these matters and thoroughly con- 
sider the establishment of a system which will provide more realistic compen- 
sations for highly trained skilled air personnel. 

Next, Resolution No. 416: 

“Whereas the Armed Forces of the United States are faced with the general 
problem of retaining qualified personnel ; and 

“Whereas one of the major reasons for this condition is the continuous and 
continuing reduction in fringe benefits previously enjoyed by service personnel : 
Now, therefore be it 

“Resolved by the American Legion in national convention assembled in Los 
Angeles, Calif., September 3-6, 1956, That we urge the restoration of fringe 
benefits to the members of the Armed Forces of the United States and their 
families including preferential, favorable, and adequate low-cost housing, med- 
ical and hospital facilities and convenient, inexpensive access to food and 
clothing, and quality merchandise not now available at post exchanges, ships’ 
services, and commissaries.”’ 

The American Legion, to its credit, has always recognized the paramount 
importance of granting special benefits to our servicemen and their dependents. 
In the 84th Congress, testimony was presented by representatives of the National 
Security Commission on our position regarding medical care and housing for 
military personnel. We are also recorded as favoring a pay increase for the 
Armed Forces. But these factors are only a part of the answer to our problem, 
much remains to be done. Exemplification of the present personnel problem 
may be found in a statement made by General LeMay who stated that he is 
only abe to maintain a rate of aircraft in commission for his Strategic Air 
Command of 65 percent. By raising this rate to 80 percent, SAC could chalk 
un the equivalent of six and one-half additional operational wings. General 
LeMay has explained that studies, conducted within his command, indicated that 
improved service attractiveness could raise the reenlistment rate of aircraft 
maintenance airmen from the present 25 percent to 65 percent—thus furnishing 
him with his additional personnel needs to get his operational aircraft up to 
80 percent. 

This subcommittee, I am sure, is familiar with the tremendous cost of retrain- 
ing or replacing our highly skilled personnel. For example, the skilled airman 
with technical training or leadership ability represents an Air Force investment 
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of from $15,000 to $25,000. As a matter of fact, by various other computation 
methods, this cost may even be higher. The pilot costs the Air Force in the 
neighborhood of a quarter of a million dollars. The Air Force wants intensely 
to keep both of these men. 

In citing only the air arms’ problems, I would like to emphasize that the 
necessity of maintaining career personnel is common to every arm of the services. 

3ecause of external pressures exerted by certain commercial interests, who 
see competition to their own enterprises, in the form of commissaries, PX’s, 
and ships’ stores, fringe benefits, once thought of as being a part of the compen- 
sation for serving our Nation, have, during the past few years been gradually 
whittled away. The career incentive race is one contest that the United States 
has lost to the Soviet Union. Service is made so attractive by the Russian 
services, especially the air force and the navy, that there is fierce competition 
among the Reds to stay in service. 

While in Europe last spring, attending the award presentations of the Federa- 
tion Aeronatique Internationale in Vienna, Austria, I visited Air Force units in 
England, France, Belgium, Germany, and Austria. In addition, members of 
the American Legion’s aeronautics committee during the past year have inter- 
viewed hundreds of airmen, soldiers, and sailors. By talking personally with 
these men we were able to learn firsthand why the reenlistment rates of the 
several services are so dangerously low. The correlation of information received 
reveals a basic sameness in their answers—‘‘Better opportunities for high 
standard of living on the outside.” 

We of the American Legion do not consider ourselves authorities on the sub- 
jects of technical compensation or fringe benefits; however, we do believe that 
the subcommittee will value our recommendations, not only because they rep- 
resent the views of men who have served their country in uniform but because 
those views are tempered by the broad scope of our experience in all aspects 
of our national life. 

We recommend to members of this subcommittee that careful thought be 
given to the recommendations made by the Defense Advisory Committee on 
Professional and Technical Compensation, appointed last year by the Defense 
Secretary. The highly qualified membership of this distinguished committee, 
headed by General Electric president Ralph J. Cordiner, has made a series of 
field trips throughout both the United States and overseas to observe at firsthand 
the conditions under which members of our Armed Forces live and work. Their 
work has been arduous, thorough, and extensive. 

We believe that recommendations of the Cordiner Committee, if enacted into 
law, would have a highly beneficial effect upon all of the armed services in 
meeting and coping with the important problem of low reenlistment rates. The 
actual added cost of the Cordiner Committee recommendations could very well 
be absorbed in the savings realized through a reduction in the turnover among 
-areer personnel within the services, as mentioned earlier in my statement. 

Brig. Gen. Horace Wade, SAC’s personnel chief, recently estimated the value 
of people separated from the service last year at $634 million, adding that the 
reason they left the Air Force could be “boiled down to just one word, pay.” 
The Air Force, he said, has been paying “billions for equipment and peanuts for 
people.” 


Mr. Smarr. You handed to me the letter of Congressman Robert 
T. Ashmore, dated February 2, for inclusion in the record. 

Mr. Puire1n. Without objection that may be included in the record. 

(The letter of Congressman Ashmore is as follows :) 


FEBRUARY 2, 1957. 
Hon. Putiie J. PHILBIN, 
Chairman, Subcommittee on Service Pachanges, 
House Office Building. 

DrarR COLLEAGUE: I am receiving correspondence from my constituents in 
South Carolina who operate retail stores in the vicinity of Donaldson Air Force 
Base, 8. C. These merchants are disturbed over the fact that the Department 
of Defense has requested an enlargement or expansion of the services now being 
rendered by post exchanges, ships stores, etc. 

On behalf of these constituents I wish to enter my protest to any expansion of 
the services now being rendered by post exchanges, ships stores, etc. I realize 
that it is necessary and advisable for such stores to sell many articles of mer- 
chandise for the benefit and welfare of military personnel, but we must not let 
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these military establishments encroach on the rights of private industry. The 
retail merchants cannot compete with military stores because of the tremendous 
overhead that private industry must of necessity bear. Such expenses as local 
taxes, income taxes, and high rents make competition with military stores 
completely and absolutely out of the question. Moreover, I think it imperative 
that all of us remember that our military forces could not be supported and 
maintained at all if it were not for the taxes paid by private industry, 

I hope that your committee will be reasonable, fair and equitable in the 
consideration of this problem, and I shall appreciate it if you will include this 
statement in the record. 

Kindest regards and best wishes. 

Sincerely yours, 
Roswert T, ASH MORE. 

Mr. Smart. Two telegrams you have had referred to you, Mr. 
Chairman, one from Newport, R. I., opposing the proposed list. 

Mr. Hvupp.esron. From whom in Newport ? 

Mr. Smart. I can hardly spell it, let alone pronounce it—Harold C. 
Petropoulos. 

The other one was addressed to Senator Clinton P. Anderson from 
Mr. E. P. Robinson in Albuquerque, N. Mex., opposing the inclusion 
of tires in the list, and a second one to Senator Anderson on precisely 
the same point from Mr. J. E. McLelland & Son, of Roswell, N. Mex.., 
and a third one received this morning from the Chamber of Commerce 
of Wichita Falls, Tex., supporting the list of items now before the 
committee. 

Mr. Puriein. Without objection, those communications may be 
included in the record. 

(The telegrams are as follows :) 

NEwport, R. L., April 2, 1957. 
Congressman PHILIP PHILBIN, 
House Office Building, Washington, D. C.: 

Regarding recent AP dispatch concerning increases in merchandise authorized 
for sale in domestie ships service stores. Dispatch claims that agreements have 
been reached with retailers; that’s easy to say, but hard to prove. Recent 
small-business men’s association reports show that 78 percent of association is 
against PX’s. New gas stations on bases here are forcing local stations to close. 
In our business any increase in cost of items carried by PX’s will include 90 per- 
cent of items carried by our firm. Why should taxpayers located near military 
bases be deprived of business. Certainly your survey did not include these areas. 
Privileges are abused as servicemen purchase for civilians. Why not raise the 
pay scale and create fair competition. Business will then pay a larger income 
tax. Competition for PX’s is growing like a cancer; thank you for your time. 

Haroip C. PETROPOULOS. 


ALBUQUERQUE, N. MeEx., January 28, 1957. 
Senator CLINTON P. ANDERSON, 
Senate Office Building, Washington, D..C.: 
We oppose vigorously idea of tires and tubes being made available through PX 
distribution to Armed Forces. After bureancrats get through bankrupting all 
small business, who is going to pay the taxes to support the Armed Forces? 
E. P. Rosrnson, : 
Alba Tire Service. 


Roswe.yi, N. Mex., January 30, 1957. 
Senator CLINTON P. ANDERSON, 
Washington, D. C.: 
We strongly oppose the coming measure putting tires in post exchanges on 
any or all Armed Forces bases. This would strongly affect our business due to 
the fact we have a large base in our town. 


J. E. McLeLianp & Son, 
Gates Tire Dealer. 
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Wicnrra Farts, Tex., April 3, 1957. 
COMMITTEE ON ARMED SERVICES, 
Subcommittee on Defense Activities, 
House of Representatives, Washington, D. ¢ 
The executive committee, Chamber of Commerce, Wichita Falls, Tex., hereby 
commends the operation of base exchanges as essential to the morale and 
welfare of military personnel. This community does not consider military ex- 
changes as competitive in nature at present nor with the additional items for 
which authority is now being requested. 
Haut L. DYER, 
President, Wichita Falls Chamber of Commerce. 
Mr. Putipin. This concludes our business this morning, gentlemen. 
We will adjourn to meet next Wednesday morning at 10 o’c clock. 
(Whereupon, at 11:55 a. m., the subcommittee : adjourned. ) 


House or REPRESENTATIVES, 
ComMitreE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SERVICE EXCHANGES, 
Washington, D, C., Wednesday, April 10, 1957. 

The subcommittee met at 10 a. m., Hon. Philip J. Philbin, chairman 
of the subcommittee, presiding. 

Mr. Pimmzin. The committee will b2 in order. 

Will Mr. Burger come forward ? 

Mr. Burcer. Mr. Chairman? 

Mr. Puirsiy. Sit right down, Mr. Burger, will you please? 

We are very happy to have you here. 

Mr. Burcer. Thank you, Mr. Chairman. 

Mr. Pitmsin. We are glad to have your testimony. 

You can proceed any time you wish. 

Mr. Burcer. Thank you. 

lam George J. Burger, vice president and Washington representa- 
tive of the National Federation of Independent Business. I am here 

appearing solely for the membership of the federation. 

We represent independent business and professional people in all 
vocations from all parts of the country. We have the largest directly 
supporting membership of any business organization in the country. 

Our position on legislation 1s dictated directly by our membership. 
We poll our members on all important issues, and are committed by 
their majority vote. 

The federation membership has been repeatedly polled on the ques- 
tion of Government competition with private enterprise and “getting 
the Government out of business,” and the results of those polls have 
been overwhelmingly in favor of curtailment of Government opera- 
‘ions in competition with independent business. 

Carrying out the expressed mandate vote of the Federation mem- 
bership i in speaking before the platform committees of both the Dem- 
ocratic and Republican Parties in convention, I urged a speedup in 
Government’s drive to withdraw from commercial type operations 
which compete with independent business, and I added that I was 
referring in part to the operations of the ships stores and post ex- 
changes. 

Far be it from us to take any action which would inflict any hard- 
ships on members of the armed services because, after all is said and 
done, most of our people in small business nationwide, directly or in- 
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directly, have in some degree had members of their own families in 
one branch or another of the armed services. 

Our interest in the proposal of the post exchanges and ships stores 
is in their expanding operations in competition with independent 
business. 

It may have been true in the early days of our Nation there was 
justification for the operation of these services as a benefit to mem- 
bers of the armed services. However, we think the time has now come 
for the Congress to take a more realistic approach to the proposition. 

In order for small business to operate they must carry all fixed 
charges, with no exceptions or omissions, rent, taxes, employment 
costs, insurance, and so forth and so forth. We find under date of 
February 20, 1957, that Rear Admiral Arnold, Chief, Bureau of Sup- 
lies and Accounts of the Department of the Navy advised us: “It 
is true that the exchanges do not pay rent.” 

Mr. Chairman and members of the committee, we all know the first 
fixed charge in operating a business, and particularly in the opera- 
tion of a small business, is rent. 

In this respect, it is well to review comments from an editorial in 
the Wall Street Journal of March 7, 1957. The editorial was re- 
ferring to the subject matter of post exchanges and ships stores, and 
they referred to the Hoover reports on post exchanges which showed 
that in 1954, for example, all branches had 2,700 scattered throughout 
the world, employing 49,000 civilians with an annual payroll around 
$39 million. The editorial comment is made that the post exchanges 
are largely subsidized by the Government, since the prices “do not 
reflect the true cost of doi ing business.” 

The above opinion, Mr. Chairman, in substance confirms the objec- 
tions of small business to the operation of these post exchanges and 
ships stores, as they are now operated within the continental limits 
of the United Sts ates in a very unfair competitive condition. 

We are now advised that these operations desire to expand to other 
lines of Race of which the committee is well aware. 

One of the proposed items to be included in the expanded operations 
the witness is very well acquainted with, rubber tires, tubes, batteries, 
and from the competitive condition already existing today in that 
industry in the retail field it’s beyond me to understand what savings, 
if any, these ships stores and post exc t anges could offer to the armed 
services personnel unless certain large factors in the tire-battery man- 
ufacturing industry are offering special concessions that are not given 
to all their other buyers. 

I merely cite this as an example, and I am wondering if the same 
pattern is being used by other manufacturer-suppliers with these post 
exchanges and “ships stores, and we are all wondering if these opera- 
tions will eventually eliminate small business establishments in the 
respective areas where these Government operations are in competi- 
tion with independent business. 

At this point, I would like to have inserted in the record two ex- 
hibits. One 1 is a copy of a communication from the Amis Auto Supply 
at Havelock, N. C., and the other a copy of a communication from 
the Goldsboro Laundry & Cleaners at Goldsboro, N. C. 
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Gotpssoro LAUNDRY & CLEANERS, INC., 
Goldsboro, N. C., March 16, 1957. 
Mr. GeorGre BURGER, 
Vice President, The Mandate, 
National Federation of Independent Business, 
Washington 5, D. C. 

DEAR Mr. BurGER: Knowing that you are very busy with many very important 
issues at this time, I hesitate to bring this matter to your attention, however, 
we have been given the run-around by so many experts in that business, that 
we know not whom to trust or to whom to turn, therefore, we humbly request 
that you do what you can to get us steered right on our problem. 

Seymour Johnson Airbase has recently been reactivated in our town and we 
felt that is was the shot in the arm that we needed to get our business on a 
profitable basis and that proved to be true as long as we were allowed to serve 
the men of the Air Force by placing our truck on the parking lot near their 
barracks, serving in a sense as a pickup laundry and dry-cleaning store, which 
met with instant success for the response was good and the service appreciated. 

Now, that they have begun a post-exchange operation, they have bargained 
with one of our competitors, who did not submit a complete bid and also without 
interviewing several applicants who did comply with their regulations in full 
and have given him the exclusive right to pick up the work at the store they 
have designated for that purpose and which he now operates, excluding all other 
laundries and dry cleaners from the base and reducing the prices charged there 
considerably under our established cash-and-carry prices, which were very low 
and made it difficult for us to earn a reasonable return for our investment, but 
we are now losing approximately $200 per week business because we are no 
longer permitted to serve the men through our truck service. 

We have tried all local facilities and have exhausted all means at our com- 
mand except, perhaps an injunction, requiring the post exchange to show why 
they have any legal right to monopolize this business. 

As I see it, it certainly is a restraint of trade and unfair practice, since the 
men own their uniforms and spend their money to have them serviced and should 
have the privilege of trading where they feel that they get the best satisfaction. 

If you could get this before Congressman Graham Barden, I feel that he 
would get it straightened out in a very short time, and to the satisfaction of 
all concerned. 

Sincerely yours, 
P. O. HiagGINBOTHAN, Manager. 


Amis Auto SUPPLY, 
Havelock, N. C., December 27, 1956. 
Mr. Groroe J. Burerr, Jr., 
Assistant to President, 
National Federation of Independent Business, 
Washington, D.C, 

Dear Mr. Burcer: Thank you for your letter of November 27. 

I am giving below some comparable prices on nationally advertised items sold 
by the post exchange at Cherry Point, and by dealers outside the base. 
Muffler, 1955 Ford Fairlane: 

Retail price 
Wholesale 
PX sells at i 
Permanent antifreeze : 
Retell orice....-i_.. ; 6 i Gallon 
Wholesale__ nici Nib ic sdlaiaon ookeciiiaaa ? ‘ do 
PX sells at ee eh tnd : , do 
Havoline oil: 
Retail price pnb sd quart 
Wholesale ches ‘ indies bags, ‘ do 
PX sells at—.. eee ee : EY do 
Oil filter AC TF122: 
Retail price_ ca abled se ach 
Wholesale. .....-_L Pl ee Chee ee ee Ee eS do 
PX sells at. -- ’ om : r ; do 
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Spark plugs AC 


Pepe prieess oo o staliuuol. iacchad See: lh 

A oh de ____do .O8 

I Jibs se@ien. i .48 
Tires 6.70 by 15, black (F isk Airborne De Luxe) 

Retail pricev_-_ un Bibs s5 piacere nb do 28. 39 

Wholesale________ bares gst i. atau twiul lie suo 16. 72 

Paella et. i. os peecietal dso reirert od cuts ___do 16. 90 
Tubes, 6.70 by 15: 

Retail’ price. ._-....-._- Sis <i pies behets do 4. 30 

Wholesale________ fsbo pipes pee Eee ee do 2.19 

re a i ht te , lo 2. 50 
Shakespeare fishing reel: : 

ete): BFICG ns 2 kab Stsinted pehwiad Sneha do 15, OO 

Whol esale_.._._... ive aes age do 9. OO 
Electric razor (Sunbeam ‘Shave master) : 

Metall price. ...12. i... death wacked tian atts eecion do 17. 95 

I i a ee do 11. 13 

f° 2) are ssl: allah nied a i i le do LO. 35 


Retail prices given are nationally advertised prices. Wholesale prices are low- 
est prices charged to retailers by distributors. Independent retailers must add 
the State sales tax to their selling prices. PX is exempt from sales tax. 

Exact figures as to loss of business due to these muffler prices. PX bas been 
buying Maremont mufflers and tailpipes for about 2 years, from the Craven 
Foundry & Machine Co., of New Bern, N. C., at jobbers prices. Prior to this 
neveteceant they paid the wholesale prices. Since the PX started purchasing 
this line at jobbers prices and selling below the wholesale price, I estimate that 
my muffler and tailpipe business is 50 percent below what it would have been 
under the original purchasing arrangement. 

In the case of antifreeze, oil, oil filters, and AC spark plugs, sales by filling sta- 
tions to military personnel are practically eliminated. 

Tires and tubes are usually sold below the retail list prices by nearly all deal 
ers, but no independent dealer can compete with the prices being charged at 
the PX. I discontinued handling these items in 1953 due to PX prices. 

Fishing tackle and small electric appliances are being sold by the PX below 
retail dealers cost for the same items. In 1954, after the PX began buying fish- 
ing tackle direct from manufacturer and selling at much lower prices than I 
was paying for the same items, I discontinued handling fishing tackle. Small 
electric appliances are sold by the PX at prices that prohibit competition by 
independent dealers. I do not handle them. 

There are no doubt numerous other items in other lines that are sold at 
prices below retailers cost. The items I have listed are those on which I have 
definite information. 

If the present trend continues, the Cherry Point Post Exchange will eventually 
force out of business about 50 percent of the independent businesses now oper- 
ating in Havelock. It has already dug into them to a considerable extent. 

It is my feeling in the matter that post exchanges should not have the privilege 
of purchasing merchandise at prices substantially below those charged to in- 
dependent retailers in the area. Such prices can be obtained by independent 
businesses only if they are licensed wholesalers, seHing to retailers at wholesale 
prices. The PX, buying at the same wholesale prices as are charged to other 
retailers can, with their subsidized overhead, still undersell the independent 
retailer. 

What can we do about it? 

J. B. Amis. 


Mr. Burerr. Unless there is some curtailment of the operation of 
these post exchanges, and ships stores in increasing their various 
lines of merchandise, it can result in them becoming a mass distributor 
of merchandise, and the recipients of benefits from purchases made 
through such post exchanges and ships stores will be only one class of 
citizens in this Nation. 

As the post exchanges and ships stores have now asked for per- 
mission to increase their lines of merchandise, it is our opinion that 
instead of granting such permission to increase the activities of these 
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operations, that it is time to call a halt, and that a thorough investiga- 
tion of the operation of these fac ilities should be made by the Armed 
Services Committee. 

I thank you, Mr. Chairman. 

Mr. Putter. Thank you, Mr. Burger, for your very forceful state- 
ment. 

Now, how many members do you represent ‘ 

Mr. Burcrr. We represent a little in excess of 100,000 individual 
ting members. 

Mr. Parisi. 100,000 in your membership ¢ 

Mr. Burerr. Exactly, sir. 

Mr. Putter. And you are speaking for them ¢ 

Mr. Bureer. Ex: vetly. 

Mr. Pur. And they cover all kinds of retail business? 

Mr. Buroer. From A to Z. 

Mr. Puiiern. You participated in the conferences in this matter, did 
you? 

Mr. Burerr. No; I did not. 

I didn’t know, Mr. Chairman, of the conferences until I saw it in 
one of the trade journals or some other things. 

Mr. Puizern. You didn’t have any representatives there / 

Mr. Burerr. No. 

Mr. Putiern. Are you familiar in a general way with what tran- 
spired ¢ 

Mr. Burcrr. I have the minutes from the officials of the armed serv- 
ices who posted me on it. 

Mr. Prue. | take it you are not urging restrictions or to with- 
draw the present services, but you are protesting agaist the expansion 
of the services? 

Mr. Burerr. That is right, Mr. Chairman. And in that respect, 
I have been in many places where these operations have existed i 
San Diego, and Takoma, Wash., and it is beyond me—particularly in 
San Diego, and I have been there many times, I don’t know how many 
small stores exist there. I mean, far be it from me-—I am more than 
privileged to say that both of my grandparents did their bit in the War 
of the States. 

Mr. Hvuppieston. Which side? 

Mr. Burcer. Beg pardon? [| Laughter. | 

On the northern side, and by the way—| further laughter |—Mr. 
Congressman, if you will read the histor y of the city of New York you 
will find probably during that regime, in the 4 or 5 years, there was 
great sympathy in the city of New York for the South. I have had 
them in the Spanish American War, and brothers in World War I, and 
3 sons—2 that came back in World War II. So weare not going to seek 
to inflict any hardship. But we think there ought to be a limit how far 
to go. 

Mr. Putiptn. You understand the problems the servicemen have, 
but you are speaking of the problems retail businessmen have. 

Mr. Buregrr. Exactly. 

Mr. Puiipin. You don’t believe in wholesale competition with free 
private enterprise ¢ 

Mr. Burcer. No. I mean, I was a member of the rubber tire indus- 
try from 1909 to 1941, asa retailer. I mean, during that time, I don’t 
know of any tire dealer, retail tire dealer, that ever got immensely 


Vi 


~ 





3318 


wealthy. They might have enjoyed some prosperity during the war 
years, when tires were restricted. 

But I remember the Harvard Business School of Business Research 
back in 1924, when they made a study of the retail conditions in various 
industries, and they found that tires, as far as the retail tire dealer 
was concerned, he was down in the lower bracket. He was even lower 
than the retail grocery store in his net profit. 

Mr. Putatn. You made the point in your testimony that these 
services, on tires, tubes, and batteries, could not be furnished without 
making special concessions. 

Mr. Bureer. Yes, sir. 

Mr. Puitern. Could you elaborate on that question, on that point 
you had ¢ 

Mr. Burerr. As an independent member of the rubber-tire indus 
try, at times we have seen so many deals consummated by the rubber 
companies—to use the common expression, they probably have more 
deals than Carter has little liver pills. So I can’t see any reason why 
in the are: iS where these ships stores operate, like S San Diego or 
Charleston, 5. C., or any of these points, where they are in a metro- 
politan area—I know the competition as far as tires, batteries, and 
accessories. It is most keen. We see it right in the District of Co- 
lumbia, the ads that appear every night in the Washington Star. 

Mr. Pais. And you think those services are available at: rea- 
sonable prices to the armed services personnel ? 

Mr. Burcer. Yes,sir. But I think this, Mr. Chairman. 

I think that the armed services, both the post exchange and ships 
stores—I live in New Rochelle, N. Y., for 33 or 34 years. I have no 
direct evidence, but I would think there ought to be very definite 
restrictions that the privileges extended to the armed services should 
be confined to the armed services, and not go beyond that, to cart out 
stuff for their friends and what not. 

Mr. Pumsr. That has all been very carefully covered by the regu- 
lations, and if they are being carried out by the armed servic es un- 
authorized persons should not be allowed to purchase at these facil- 
ities ? 

Mr. Burecer. Exactly. 

Mr. Putter. Now, what would your attitude be regarding the 
situation at remote bases, so-called ¢ 

Mr. Burcer. At remote bases, is a different situation. 

Mr. Putter. That are not accessible to the ordinary retail outlets. 

Mr. Burcer. That is a different situation. 

Mr. Puirein. You wouldn't have any objection to the post ex- 
changes / 

Mr. Burecer. No, absolutely, positively no. 

Mr. Puen. And stocking anything that the boys may need? 

Mr. Burcer. Exactly. 

Mr. Pure In remote areas? 

Mr. Burcer. In remote areas. 

Mr. Putri. So you are not protesting it on that phase at all? 

Mr. Burerr. Absolutely not, not in remote areas. 

Mr. Puen. You wanted to ask some questions, General Dever- 
eux ¢ 

Mr. Devereux. Yes. 

Mr. Putten. Mr. Devereux. 
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Mr. Devereux. Isn’t it true that many of these retailers surround 
a base because of the trade that they would expect from the military 
personnel ¢ 

Mr. Buraerr. I think to a degree, Congressman Devereux, you are 
correct. 

Mr. Devereux. Now, have the retailers done anything about keep- 
ing their own house in order so far as—you are familiar with southern 
California, perhaps, in the Long Beach area? 

Mr. Bureer. Very well. 

Mr. Devereux. Jewelry and such things as that were sold to the 
men on time, and then they walk down the street a little bit and turn 
it in for a loan and in many, many cases the jewelry was priced so high 
and the interest rates on their payments and that sort of thing were out 
of this world—I mean, they were very, very excessive. 

Mr. Burcer. Well, of course, Congressman Devereux, as far as know- 
ing of that situation, ‘L would be telling : an untruth. 

I do not know of any such situation. But secondly, I would believe 
that if those—on that subject matter that you bring up: I think that 
might largely rest within the confines of Sacramento, to see that no 
usury or ‘what, is going on. 

We couldn't very well go into State matters. But if it is across the 
border, I mean interstate, we will step in. But I know of no case—I 
have been i in Long Beach many, many times, but I have never heard— 
that is the first time I heard of that, on jewelry. 

Mr. Devereux. That is the first time you heard of that ? 

Mr. Buroer. Exactly. 

Mr. Devereux. And you have been president 

Mr. Bureer. Vice president in charge of the national office of the 
National Federation of Independent Business, yes. 

Mr. Devereux. And that has never been brought to your attention ? 

Mr. Bureer. Absolutely no. And we have a substantial member- 
ship in that southern part of California, of all types. 

Mr. Devereux. You have given some very excellent testimony, Mr. 
Burger. 1 appreciate your point of view on many of these things and 
the position of the retailers. But to say that you know of—to say that 
it has never been brought to your attention, of some of the practices 
that have existed throughout this country 

Mr. Burcer. We would welecome—— 

Mr. Dreverrux. You would welcome? 

Mr. Burcer. If the armed services had known of these conditions 
and they brought it to our attention—I think the federation as an 
organization is not unknown to the armed services—we would have 
gladly stepped in, that we would not condone or close our eyes to any 
condition that you brought up. 

Mr. Devereux. | am very glad to hear that. 

Mr. Bureer. Very definitely. We don’t look only one way. We 
look both ways in our operations. 

Mr. Devereux. Thank you. 

Mr. Puitein. Mr. Huddleston ? 

Mr. Huppieston. Mr. Burger, you don’t say that situations where 
service people have been imposed on by merchants in particular locali- 
ties don’t exist. What you are saying is they haven’t been brought to 
the attention of your association? 

Mr. Burcer. Correct. 
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Mr. Huppirston. Now, in your statement you quote from the Wall 
Street Journal, an editorial in the Wall Street Journal, in which they 
quote from one of the Hoover Commission reports to the effect that 
all of the branches of the service in 1954 had 2,700 ships stores and 
post exchanges scattered throughout the world, employing 49,000 
civilians, with a payroll of $39 million. 

Do you have any figures that would indicate the extent to which 
post exchanges and ships service stores are operating here in this 
country ¢ 

Mr. Bureer. No, sir; I have not. 

Mr. Huppieston. I know you are not concerned with those over- 
seas and I was just wondering how we can break this down. 

Mr. Burorr. I am just talking about continental United States. I 
am not talking about overseas. 

I believe the editorial department of the Wall Street Journal— 
I haven’t had a chance to check it, but I would think it is a respon- 
sible organization and they would publish the truth and the whole 
truth and not exaggerate the situation. 

Mr. Huppixsron. In other words, the figures that are quoted here 
as being throughout the world don’t reflect a true picture of the 
competition between our domestic retailers and the ships stores and 
post exchanges? 

Mr. Buroer. No. I am quoting just exact words from that edi- 
torial. And I believe it is a responsible paper, at least I think it is 
responsible. I hope it is, anyway. 

Mr. Hvuppieston. Sure. That is all. 

Mr. Puteri. Mr. Kitchin ? 

Mr. Kirrcurn. No questions. 

Mr. Partai. Are there any further questions? 

Mr. Devereux. No. 

Mr. Puiter. Well, if not 

Mr. Smarr. Miy Ll ask a question or two, Mr. Chairman? 

Mr. Purisrn. Mr. Smart, by all means. 

Mr. Smarr. I would like a pursue that question raised by Congress- 
man Huddleston just a second ago, as to the number of exchanges, 
2,700, scattered throughout the world. That obviously counts every 
operation which today is known as an exchange operation, but which, 
in fact, in many, many outlying posts is more or less of a so-called 
canteen operation ? 

Mr. Burcer. Yes. 

Mr. Smart. For instance, in Alaska and the far northern reaches, 
we have our outlying radar posts, with small groups of highly skilled 

ersonnel there. Each one of those small installations has its own 

ittle exchange. It can’t possibly be either self-supporting or compet- 
itive. And I am sure we will both appreciate that fact. 

Mr. Bureerr. Yes. 

Mr. Smart. But in arriving at a figure of 2,700 here they have ob- 
viously had to count every one of those outlying PX’s, which is an 
absolute necessity and convenience for the personnel in those cases. 

So when we start talking about the scope of the exchange service, 
it is not putting the matter in proper perspective, so far as the com- 
petitive situation is concerned, to say that 2,700 exchanges are in- 
volved. 
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Would you agree with that statement, Mr. Burger? 

Mr. Burozr. Mr. Smart, yes; I agree. 

Mr. Smarr. Now, one more point, I would like to raise. 

With reference to the item of rent in the exchanges 

Mr. Burerr. Yes. 

Mr. Smarr. Certainly, it is true that the Government builds and 
pays for the building in which the exchange operation is conducted. 

On the other hand, in 1949, not only was the Government furnishing 
the building but it was furnishing the heat, the light, the water—all 
utilities. Many military personnel were working In these exchanges. 
The exchanges were not imposing the Federal retailers excise on appro- 
priate items, as on the outside in private business. They ran what 
we call the special order business, where you could buy a house full 
of furniture if you so desired. And all of those things, as a result 
ot this committee’s actions in 1949, except the single item of rent, were 
abolished. 

Mr. Bureer. The committee is to be complimented for that. 

Mr. Smarr. You are now telling the committee, Mr. Burger, that 
we went far enough except in one case, and we should now apply the 
rent after having taken away all the others? 

Mr. Burerr. Exactly. I think it should be on parity. I don’t see 
any reason why—I know when I owned and operated my business, I 
couldn’t go into a place of business. The first thing I would do is 
get that store or that building. That was the fixed charge. You can’t 

carry inventory in your pocket. You might if you are in the letter- 
head business or postage stamps or something. When it comes to 
merchandise, you have to have a place. And if they are going into 
tires, batteries and accessories and other things, I think they would 
have to have tire racks and some other things—service facilities, and 
what not. 

Mr. Smarr. That is all, Mr: Chairman, 

Mr. Huppieston. Mr, Chairman. 

Mr. Puteri. Mr. Huddleston. 

Mr. Huppieston. Mr. Burger, you think that ought to be extended 
to the salaries of the officers who direct the various post exchanges 
and ship’s stores? You say you want to put them on a par. In order 
to put them on a par, you would have to take into consideration the 
salaries of the management for the various ship’s stores and post ex- 
changes. 

Mr. Burcer. Mr, Congressman, I think if you are going—if the com- 
mittee is going to consider this thing—if members of the armed serv- 
ices time is utilized in that merchandising department, it is certainly 
part of the overhead. 

Mr. Huppieston. And they should figure his salary as part of the 
overhead ¢ 

Mr. Bureer. Exactly. 

Mr. Hupptesron. I believe that is all. 

Mr. Puttin. Any further questions? 

Mr. Krrceut, No. 

Mr. Puuern. Any further questions? 

Mr. Devereux. No. 

Mr. Puiein. If not, we thank you very much for your very inter- 
esting testimony. 
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Mr. Bureer. Thank you. 
Mr. Puen. And your very frank and candid answers. 

Mr. Burcer. Thank you. 

Mr. Priern. General Parks. We would be very glad, General 
Parks, to have any testimony that you care to give us at this time. 

General Parks. Thank you, Mr. Chairman. 

Mr. Chairman and gentlemen, during the period this subcommittee 
has been conducting these hearings, several messages protesting our 
proposal have been received from retail merchants and introduced into 
the record. 

This was to be expected since the retail associations in canvassing 
their members enjoined them to register their protests with their 
respective Congressmen. 

We in the military, on the other hand, have not considered it appro- 
priate to launch a similar campaign. But, Mr. Chairman, if these 
messages of protest are going to have any decisive influence on the 
members of this subcommittee, then I think it is only fair that the 
wae ters of our proposal be afforded an opportunity to present their 

views directly to their Congressmen. 

If letters and telegrams” are being entertained by this committee 
T can assure you that if you will give me about 10 days you will be 
literally ee with them, not “only from our military personnel 
and their families, but from the veterans’ organizations, the National 
Guard and Reserve associations, civic organizations, and from many 
influential business, civic, and political leaders. 

These letters and messages solicited by the retail associations rep- 
resent, I feel, just one of the pressure tactics being used by them to 
force their will upon the members of this subcommittee. At other 
times, we have heard one member of the retail associations, in testi- 
mony before this committee, not only repudiate his previous agree- 
ments on this proposal but even repudiate the 1949 agreement. 

We have read dire threats in the retailing newspapers as to what 
the National Retail Dry Goods Association will do if the hearings 
go against them. If they do not get their way, they say, they will 
draft legislation to force the exchange to operate the way ‘they want 
it to operate. We do not subscribe to these tactics and feel confident 
that the subcommittee will make up its own mind, rightly and justly, 
based upon the facts presented. 

My purpose at today’s hearings is to present these facts, as forth- 

rightly as I am able, for your consideration and decision. 

Tt has been alleged during these hearings that fringe benefits for 
the military services, and specific ally our exe hanges, are of ques- 
tionable value in our reenlistment program. In answer to this I would 
like to advise the committee that an independent troop survey con- 
ducted 2 years ago by the American University showed the exchange 
to be one of the primary considerations of the enlisted man in making 
his decision as to whether or not he would reenlist. In addition, 
McKinsey & Co., a nationally prominent civilian management con- 
sultant firm was commissioned recently by the Secretary of oa 
to conduct, in conjunction with the Cordiner committee project, : 
special study of the comparative military and civilian soldidenaytion 
and benefits. Their report was submitted to the Secretar y of Defense 


on September 17, 1956. 














3323 


As a part of their overall study, a special survey was conducted of 
comparative military and industrial fringe benefits. The following 
is extracted from their report : 

Three conclusions can be drawn from this comparison : 

1. Fringe benefits accorded enlisted men in the Armed Forces are a lesser 
percentage of compensation and a lesser number of dollars per capita per annum 
than they are for nonexempt employees in civilian industry—18.7 percent as 
against an all-industry figure of 20.3 percent; $684 as against $819. 

2. In many areas, the civilian employee receives fringe benefits which the 
enlisted serviceman does not. 

3. Broadly speaking, there is nothing in the relative fringe benefits of the 
enlisted serviceman over the industrial employee to cause a person to prefer 
military to civilian life. 

I believe it is a generally recognized fact that fringe benefits, as 
such, have become an integral part of our American way of life. 
Whereas, many years ago, such fringe benefits were considered some- 
what unique to the military services, industry has now not only caught 
up with the military services but has surpassed us. 

The retail association witnesses who have appeared before this com- 
inittee have themselves testified that it is common practice within 
their member retail establishments to extend the privilege of discount 
buying to their own employees. They have thereby acknowledged the 
value of such a fringe benefit. in their own employee programs in 
prov iding greater personnel stability and job satisfaction. 

The priv vilege accorded employees of retail stores to buy at discount 
is just one of the many aspects of off-list selling. Mr. Rothschild, 
in discussing the subject of discount and off-list selling, particularly 
by industrial concerns through their buying services, stated he was 
glad to report they were decre: asing innumber. This is quite contrary 
to all the current information I have read in various publications. In- 
asmuch as the discount selling at our exchanges is under attack I 
think it appropriate to present some of this current information to 
the committee. 

A series of very illuminating articles on this subject was published 
in the Advertising Age in 1954, written by the noted merchandising 
expert, Mr. E. B. Weiss. 

Gentlemen, 1 would commend these articles to the committee. I 
think you will find them very informative. 

Mr. Weiss, who is at the present time the director of merchandis 
ing of the well-known advertising concern of Doyle, Dane & Bernbach 
in New York City has recently revised his 1954 articles to bring them 
uptodate. They are scheduled to be published in late May. He very 
kindly sent me an advance copy of his manuscript. Following is a 
ayes summary of his findings: 

There are approximately 2,500 of these store-type discount 
ree It is estimated that several of the discount chains will each 
reach an annual turnover of $250 million by 1960. 

Buying clubs are another off-list operation. About one-quarter 
of all our total adult population can buy some merchandise at some 
ones through one form or another of a buying club. 

Another form of low-margin buying is the legitimate retailer 
proc urement. It is estimated that at least 200,000 legitimate retailers 
(including department store buyers) purchase merchandise outside of 
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their regular lines for their families, friends, and customers, making 
this merchandise available at a discount from list. 

4. Factory stores account for another large segment of low-margin 
retailing. One such industrial store is the Mainliner Club, an organ- 
ization of the employees of one of our leading airlines. This club 
distributes 5,000 copies of the club’s Buyers Guide to its customers. 
A number of manufacturers sell to the general public through their 
factory showrooms. This is a common practice in the furniture field, 
particularly. 

5. Store employee buying privilege is also a thinly disguised off- 
list operation. This fringe benefit is often a sadly abused privilege 
and it should not be forgotten that there are several million store 
employees who, with their familities and friends, constitute a large 
off-list market. This employee privilege applies to employees of 
wholesalers and manufacturers as well. 

6. Farmers’ markets are becoming enormous in size and they draw 
their traffic, not from the farmers as would be expected, but from the 
urban and suburban populations. 

In summation it is estimated that— 

(7) The families of at least 1 million retailers buy some of their 
needs off list. 

(6) The families of at least 2 million retail employees buy many of 
their needs off list. 

(c) The families of at least 500,000 wholesalers, wholesaler sales- 
men, and other employees buy some of their needs off list. 

(¢) The families of at least 5 million factory workers buy through 
buying clubs. 

(e) The families of at least 2 million government workers belong to 
buying clubs. 

(f) The families of at least 1 million professional people buy some 
of their needs off list. 

(g) The families of at least 2 million farmers buy many of their 
needs off list. 

It was estimated in this survey by Mr. Weiss that at least 50 percent 
of all the national retail sales is currently conducted on a flexible, 
multiprice, and even haggling basis. These were the findings of Mr. 
Weiss. Consider, then, that the exchange domestic retail sales add 
up to a mere one-fourth of 1 percent in the total retail sales volume 
in our country. 

This off-list selling has largely been a development of the past 10 
years and I am sure the committee is aware of the steady increase in 
the standard of living over the same period. This meteoric rise is 
dramatically confirmed by the statistics on the output of consumer 
durable goods. Examination of a few categories indicate the follow- 
ing—and I have listed them. I won’t read them all. But you will 
note that in the case of automobiles, the index has risen, since 1948, 
from 93 to 190; television sets, 70 in 1948, up to 578. 

(The complete index is as follows :) 
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Indexes of output of consumer durable goods 
[1947-49= 100] # 





Type of goods | 1948 | 1949 | 1950 1951 1952 | 1953 | 1954 | 1955 
a |) | | __— 
BONG... ei heh ocdcdcsése wba Eis 93 122 159 127 103 156 131 190 
Major household NRT ee 105 96 143 118 115 132 122 144 
Refrigeration appliances__.._-...._- 115 101 154 127 106 137 124 151 
Laundry appliances. -. . 113 85 132 116 115 141 148 193 
Television sets...........-. 7 217 561 306 436 541 522 578 


! Table No. 995, U. 8. Department of Commerce Statistical Abstract of the United States, 1056. 





The list of items we are presently authorized to stock in our 
exchanges was based on the standard of living in 1949. No expansion 
was made or requested to that list since the 1949 agreement. Surely 
our request for the few additional items cannot be regarded as unrea- 
sonable when related to the 1957 American standard of living. 

This committee has heard a great deal about the unfairness and 
inequity of requiring the retailers to bear the onerous burden of com- 
retition from service exchanges. Little has been said by the retailers, 
nowever, about the benefits ‘they derived from our military installa- 
tions and the exchanges. 

Every one of our military installations, as you well know, makes 
a very significant contribution to the economy of the local community 
nearby. In many cases there was no local community until after the 
military base was established. The average serviceman spends less 
than 20 percent of his pay at his exchange. Most of the balance of 
his pay goes into the economy of the local community. 

At the present time there are 365 exchanges throughout the United 
States. In 1956 the exchanges procured approximately $300 million 
from small-business men. The bulk of this procurement was from 
the nearest local source to the installation. 

There are more than 3,200 concessionaires or small-business men 
with whom the exchanges contract for varied supplies and services. 
Sales of these concessionaires approximated $85 million in fiscal year 
1956. 

During fiscal year 1956 domestic exchanges employed approximately 
32,000 people from the local communities at a total payroll of about 
$74 million, paid for out of exchange earnings. 

During fiscal year 1956 the service exchanges distributed to our 
domestic. commands dividends for welfare and recreational purposes 
totaling $36,730,000. 

Most of these funds were expended in local communities for services, 
apps and equipment. 

Typical of the contribution an individual installation and its ex- 
dino makes to the local economy is the case of Fort Bragg, N. C. 
Tnasmuch as this station has been previously discussed during these 
hearings, I think the following information will be of interest to the 
committee. This factual information has been provided by Lt. Gen. 
Thomas F. Hickey, commanding general, Third Army, in response 
to a query sent him following Congressman Lennon’s testimony last 
Thursday. 


86066—57—No. 52——-7 
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1. There are 2,418 civilians presently employ ed on the Fort Bragg 
reservation with an estimated payroll of $699,000 per month. 

2. The average monthly payroll of troops stationed at Fort Bragg 
is $3,815,000. 

3, Estimated number of military families living off post is 7,861. 

4, Average monthly purchases from local sources, excluding the 
post exchange, amounts to $582,000. 

5. Average estimated cost of other construction awarded to local 
contractors “during this fiscal year is as follows: 

By district ¢ engineer, $37 million. 
By local nonappropriated fund activities, $500,000. 
By local appropriated fund contract, $1,215,000. 

6. Total number of civilians employed by PX, 335. Total monthly 
payroll, $73,000. 

¢. Average monthly local procurement items for resale and supplies, 
$319,000. 

8. There is a total of 52 individuals holding concessions with the post 
exchange. Fifty of these are local businessmen. Concessionaires 
employ a total of 393 civilians. Average monthly sales for concession- 
aires total $185,000. 

9. The post. exchange has been authorized to sell tires, tubes, and bat- 
teries since October 3, 1950. It sells an av erage of 128 tires, 193 tubes, 
and 73 batteries per month. These are all purchased from local 
dealers. At no time has the post exchange bought tires in large quan- 
tities. All inventories are carried by the local dealers and are avail- 
able for immediate delivery to the installation. 

At this point, Mr. Chairman, I would like to depart from my pre- 
pared statement and remind the committee of the testimony presented 
by Con ee Lennon last Thursday morning, in which he alleged 
that if Fort Bragg were authorized to sell tires ‘and batteries it would 
have a cae ais impact upon the local community, on the tire 
dealers, and other outlets for tires and batteries in the Fayetteville area. 
And here we have, as indicated in my statement, the fact that the Fort 
Bragg exchange has been selling tires since the 3d of October 1950. 

Congressman Lennon also indicated in his testimony that there were 
24 tire dealers and recappers, approximately 115 service stations, most 
of whom also sell tires and batteries, and 46 new- and used-car dealers, 
who also sell tires and batteries. This totals up to about 185 in the 
Fayetteville area who, based upon Congressman Lennon’s testimony, 
have outlets for the sale of tires and batteries. 

Contrast this with the factual statement that the Fort Bragg Ex- 
change sells an average of 128 tires per month. If those 128 tires were 
spread through the Fay etteville community, it is apparent that it would 
not amount to more than 1 tire, or less than 1 tire per outlet in the 
Fayetteville community. 

I don’t think this is too high a price for the local community sur- 
rounding the Fort Bragg installation to pay, to enable our servicemen 
to be able to buy their tires and batteries at their PX, which is located 
for their own convenience. 

Mr. Bray. Mr. Chairman. 

Mr. Puen. Mr. Bray. 

Mr. Bray. I didn’t want to interrupt, but since you have diverted 
from your statement, it confuses me as to on what authority you had 
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been selling tires since 1950, if now you are asking for permission to 
do it. 

General Parks. That authority, Mr. Bray, was contained in the 1949 
agreement which is reflected in our armed services exchange regula- 
tion. I don’t know whether you have a copy of it. 

Mr. Putter. That was one of the price limitations ? 

General Parks. No. 

Mr. Smart. That was the regulation on deviations, Mr. Chairman. 

Mr. Puiipin, But it never came before this committee, 

General Parks. I beg your pardon? 

Mr. Puisery. The deviation never came before this committee. 

Mr. Smart. I think, Mr. Chairman 

Mr. Puitem. That is another matter that 1 would like to bring up. 
There have been deviations that to my knowledge were never referred 
to this committee. 

General Parks. It was not required to be referred to this commit- 
tee. That was a part of our 1949 agreement as reflected in our service 
regulations, which authorizes the service department Secretaries to 
authorize exceptions in case of demonstrated hardship. 

Mr. Putter. After the 1949 agreement you made your own regu- 
lations and you provided for deviations, but you never presented any 
of them to this committee, to my knowledge. 

General Parks. Again, Mr. Chairman, I reiterate it was never re- 
quired, by virtue of the 1949 agreement, that those exceptions be re- 
ferred to this committee. Paragraph 3-203 of the Armed Serviees 
Exchange Regulations, which this committee approved in the 1949 
agreement, expressly empowered the service Secretaries to authorize 
additional items when hardship could be shown. 

Mr. Pur. I won’t argue. But I think those deviations might 
have appropriately been referred to us, because they have changed 
very materially the contents and provisions of the 1949 agreement. 

Mr. Bray. There had to be a showing made that it was a hardshi 
for people on a post to go far enough to buy tires in Fayetteville area, 
is that right ? 

General Parks. That is correct. And that request was submitted 
by the commander of Fort Bragg through the commanding general of 
the Third Army in 1950 and was approved by the board of directors of 
the Army and Air Force Exchange Service, which represent the Sec- 
retaries of the Army and the Air Force, on October 3, 1950. 

Mr. Bray. Mr. Chairman, I just wonder what we are having this 
hearing for. 

Mr. Puirnin. I am beginning to wonder myself. I thought we 
were going to discuss 4 items here that were in disagreement and 
devote ourselves to trying to bring about an agreement or trying to 
come to some decisions regarding those 4 items. I did not know 
or realize that this hearing was going to open the question 
of fringe benefits and discounts for armed services personnel. 
Although I think we should confine ourselves to the specific jurisdic- 
tion which this committee has, which relates at the present time to the 
four items. I don’t want you to construe in any way that I am tryin 
to limit your remarks. We are very glad to have them. They ha 
been helpful to us. I merely wanted to point out that at the present 
time the committee is considering these four items and we are trying 
to address ourselves to possible settlements regarding them, one way 
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or the other, either by mutual agreement or by decisions that may be 
arrived at by our committee. 

General Parks. Mr. Chairman, I appreciate that fact completely. 
As you recall my opening statement, it was very carefully confined 
to the scope of these hearings as cireumscribed by Chairman Vinson. 

Mr. Puitein. We don’t want to cireumscribe your viewpoint in any 
way. We want you and everyone else to have full opportunity to be 
heard and present your views. I want to repeat that we highly value 
the views that you give us, because you are so well informed on these 
matters. Your views and observations and recommendations that you 
make to the committee naturally will be given great weight by us in 
our deliberations. 

So we don’t want you to feel bound by any technical rules—there are 
no technical rules of the committee that you should feel bound by 
with regard to expressing your views. 

Mr. Bray. Mr. Chairman, I was attending another subcommittee 
meeting when you opened. Is this in the form of a rebuttal! 

General Parks. Yes, sir. 

Mr. Puteri. This is a rebuttal of the testimony presented by the 
retail representative. 

Mr. Bray. Will we have surrebuttal as we call it, legally ? 

Mr. Putter. I presume there will be an opportunity for anybody 
to be heard. 

Mr. Bray. I am just wondering what new things were opened up. 

Mr. Puiiein. To present any additional views. 

Mr. Bray. I was just wondering what points can be brought up that 
weren’t brought up in the other hearing on anybody’s testimony ¢ 

Mr. Smarr. It seems to be, Mr. Bray, that the issue confronting the 
committee at the moment—— 

Mr. Bray. Yes. 

Mr. Sararr. As General Parks said in his opening statement, he con- 
fined himself to the items then under dispute and not the items which 
had been agreed upon. 

In. the subsequent testimony a great deal of testimony has been 
received, with statistics given, against a favorable consideration of 
even the four items under consideration. 

As I interpret—I have not previously seen General Parks’ statement, 
until he presented it to you this morning—but as I interpret what he is 
now trying to do, it is to present a statistical and factual situation, in 
rebuttal OFS cetaon statistics, which would give the committee some 
reason to faverably consider the four items still in dispute. 

Mr. Bray. I don’t want to pursue it further, because I may be taking 
up more time than we would be saving by doing it. 

But here, we start out—we knew we were going into four items. 
And that was presented, I thought very well “presented by General 
Parks, and his other officers and civilians. 

We knew what we were figuring on. Then the other came in 
against. Actually, the services knew the other people were going to 
appowe including those items, or we wouldn’t be having the hearing. 

Then they put in more than the other side put in as their reasons, and 
every reason that the objectors put in—it was apparent that. they 
would be raised. So I am just wondering how long—I don’t want to 
go any further on the matter. 
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But everything was already anticipated before you began. Now, 
you have new matters coming into t the controversy, but there were 
no new matters brought in by anybody. 

Mr. Devereux. Mr. Chairman ? 

Mr. Puripin. Mr. Devereux. 

Mr. Devereux. Personally, I think General Parks’ statements are 
very pertinent to the matter that. we have to consider. I certainly 
would want him to go ahead and pursue his side of it. 

Mr. Puta. I don’t think there is anybody questioning that he 
have an opportunity to proceed with his statement and to answer 
any questions that the committee desires to propound to him. In 
fact, I personally would be very glad to have his views, and I am 
sure the committee members will be glad to have them. 

Mr. Huppiestron. I agree with General Devereux, that. certainly 
General Parks’ statement is pertinent in view of some of the testimony 
that the committee has already received from the various representa- 
tives of retail organizations and also from Congressman Lennon. It 
is a direct rebuttal of some of the testimony that we have already had. 

Mr. Puizar. That is right. 

General Parks has asked for the opportunity to rebut testimony 
that has been given here, and he has ae given that opportunity. 
Now, Mr. Kitchin, do you have any questions / 

Mr. Kircuty. Y es, I had a couple of questions. I am sorry to in- 
terrupt you, General. 

General Parks, That is all right. 

Mr. Kirenin. Under this authority for deviating from the 1949 
agreement, you say and admit that these tires and batteries are part 
of that deviation and have been sold in a number of exchanges. 

General Parks. That is correct, sir. 

Mr. Krrent. Since as early as 1950. Now, how many of the other 
4 items, of the total 4 items have been sold under that deviation in 
any of the service exchanges ? 

Let me put it this way. 

General Parks. Yes. 

Mr. Krrcntn. Have there been any part of the other categories 
that have been dealt with in exchanges under the deviation clause ? 

General Parxs. Yes, sir, there have been afew. I can provide those 
figures. In fact, I have it prepared as an enclosure to go into the 
transcript of our hearings at my previous appearance in response to 
the same question. 

Mr. Krrcntn. Then following up that, I have one more question. 
The thing that presents itself to me now, Mr. ¢ yhairman, i is why we 
should be having this hearing if the military services say that they 
have the authority under the deviation agreement. to sell these par- 
ticular items in service exchanges—why the necessity for this particu- 
lar hearing, and the inclusion of these items on a formal list. 

Mr. Puivein. They have already held conferences as you know, 
regaring 23 items, and they have come to agreement I believe on about 
19 of them. So there are only 4 remaining. 

Mr. Krrcuin, Of which four—— 

Mr. Puirsin. These hearings are held with the purpose of trying 
to clarify the positions of both the parties with respect, to these four 
remaining items, and if possible come to some mutually satisfactory 
agreement, 
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Mr. Krrentn. I can appreciate that position. But what I had in 
mind : now, since they have agreed to all the items in this proposed 
list except four and it is admitted by the services that they are selling 
these under this deviation clause, under which clause they say they 
have the authority to do exactly what they are doing now. 

Mr. Puts. Yes. 

Mr. Krreutn. Then I don’t know why we are having this particu- 
lar committee hearing to give them authority to do something they 
say they already have : authority to do. 

Mr. Bray. Mr. Chairman, that is the question that I raised. 

It seems to me like if they have the authority and are doing it—I am 
not saying that you don’t have the authority. But if they have the 
authority “and are doing it, and have been doing it for years, and 
plainly intend to continue to do it regardless of what we do, it seems 
like we are just wasting a lot of time. 

Mr. Pumer. I don’t think they are doing it with regard to all the 
items. They are doing it only with regard to some of the items. 

Mr. Bray. What items are they not doing it on? 

General Parks. May I answer the question, sir, as we see it in the 
military ? 

Mr. Kircent. Yes. 

General Parks. As I mentioned before, this authority delegated to 
the service secretaries authorizes exceptions only in those installations 
where demonstrated hardship can be presented to the Secretary to 
justify such an exception. It is the contention of the military as pre- 
sented previously in my statement that we need the authority to sell 
these four items in dispute in all of our exchanges, that, it should not 
be necessary for an individual exchange to present, or an individual 
commander to present to the service secretary justification that an 
extreme case of hardship exists at the station because he cannot sell it. 

I might add further to that that the service secretaries of the depart- 
ments have exercised this authority delegated to them, to authorize 
exceptions, in a very strict and rigid manner, and have endeavored 
in their exercise of that authority to comply completely with the spirit 
and intent of Congress as reflected in the 1949 hearings. 

Now, we need these articles, as I have stated many times, in all of 
our exchanges to meet our current basic minimum requirements of our 
military personnel, and their families. That is the reason we are 
requesting and have submitted this proposal to the committee, to secure 
approval to sell them in all of our exchanges. 

Mr. Pumpin. Mr. Huddleston ? 

Mr. Huppreston. General, it has been stated that tires, batteries, 
and tubes and so on have been sold at Fort Bragg since 1950, T believe, 
pursuant to that provision of the 1949 agreement dealing with devia- 
tions, that is convenience and necessity, and I assume that it is because 
of the remoteness of retail outlets to the Fort Bre agg installation. 

Just how remote are those retail outlets? It is my understanding 
that Fort Bragg is surrounded almost by these various retail outlets 
and that it is a matter of a few blocks from the post gate or maybe 
just outside of the post gate before they would be in the midst of a 
series of retail outlets. 

General Parxs. Fort Bragg, as you know, or you may not know, 
Mr. Huddleston, is a very large military installation. The distance 
from the quarters in the barracks areas to the gate itself is almost 
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5 miles. I don’t have the exact mileage on it, but Fayetteville, as I 
recall—the county courthouse is 10 miles from the headquarters of 
the military installation. 

Now, that is quite a distance for our servicemen to have to travel to 
secure these items, particularly when they require them on an emer- 
gency basis. 

Mr. Huppieston. And what percentage of the military personnel 
stationed at Fort Bragg actually live on the base, or roughly? 

General Parks. I can’t give you that figure, but as I indicated in 
this testimony that General Hic key prov ided me, there are 7, ,861 fami- 
lies living off the base. 

Mr. Heppieston. How many, sir? 

General Parks. 7,861. 

Mr. Huppueston. Is that military and civilian? 

General Parks. No, those are military families residing off the base. 

Mr. Huppiestron. So actually the distance of Fay etteville from the 
center of the base wouldn’t have too much bearing on those families 
as far as their buying tires, tubes and batteries at the post exchange, 
since they live off the base ¢ 

General Parks. Not so much from the point of view of the distance 
from their residence to a commercial outlet, no, but inasmuch as they 
are required to use their car to drive to and from Fort Bragg and to 
use their car in the performance of their individual duties at Fort 
Bragg, I am sure you can understand that our servicemen feel that 
they should be entitled to buy their tires and batteries at the installa- 
tion. 

Mr. Huppiesron. Of course, that would be an argument in favor 
of allowing them to buy tires, batteries and tubes. But what I was 
getting at is why since 1950 they already have been allowed to buy 
tires, batteries, and tubes at Fort Bragg, based on the remoteness of 
the installation from any available retail outlets. And the fact that 
nearly 8,000 military families live off the base now and within easy 
availability of civilian retail outlets 

General Parks. Yes. 

Mr. Huppreston. Why was this particular base put under this 
deviation provision in the 1949 agreement ? 

General Parks. Well, that represents only a very small percentage, 
however, of the total military population of Fort Bragg. 

Mr. Hv DDLESTON. What percentage would you say ¢ 

General Parks. I can’t give you that percentage, but I will provide 
it to you. The figure that I ¢ gave you before was that the monthly 
payroll of troops stationed at Fort Bragg was $3,815,000. Now, we can 
get the actual military strength associated with that payroll. But it 
is obvious from the payroll that 

Mr. Huppteston. A substantial number 

General Parks. Many, many thousands stationed on the reservation. 

(The information requested is as follows :) 

Number Percent 


Total military personnel 30, 669 iti 
Military personnel on post 22, 808 74,4 
Military DRIRORREL OFF POR oo akc eti ti node deaii 7, 861 25. 6 
Total dependents 27, 189 didihied 
DpCRGate Tere OF NOS. Se ec a 7, 587 27.7 
Dependents residing off post , 652 72.3 


Mr. Putter. Mr. Devereux. 





Mr. Devereux. Yes, Mr. Chairman. 

General, isn’t it true that so far as granting permission to Fort Bragg 
is concerned to sell these things, that the decision was not necessari y 
made solely on the question of remoteness of retail outlets? 

General Parks. That is correct. 

Mr. Devereux. Other considerations were taken into account? 

General Parks. That iscorrect. That is just one of the factors that 
go into the determination. 

Mr. Devereux. Now, isn’t the thing that you are coming before this 
committee on and negotiating on with the retailers the question of the 
change of the standard of living of all of our personnel in the military 
as well as in civilian life and the question of increasing the prices is 
also reflected in the increased price in the cost of living. 

General Parks. That is correct, sir. 

Mr. Devereux. That is all. 

Mr. Purity. Do you have some more questions? 

Mr. Krrcur. No. 

Mr. Puitgtn. Why don’t you proceed? I would suggest you pro- 
ceed with your statement, sir. 

General Parks. Thank you, sir. 

10. The new post exchange building contract has been let to T. A. 
Loving of Goldsboro, N. ce This totals approximately $671,000 for 
new store and concessionaire outlets. 

11. All sales in the post exchange are controlled in compliance with 
the current regulations. All sales people are schooled monthly in iden- 
tifying procedures and are checked by supervisors and members of this 
command. 

12. There have been no known complaints from local businessmen 
or any others protesting items that are for sale in the post exchange. 
There are no proven cases of illegal purchases. Fort Bragg is not 
aware of any allegations concerning boycott of business houses by 
military personnel and no indication of such from any local business. 

Relationship between Fort Bragg and Fayettsville merchants is con- 
sidered cordial and friendly and i am informed that the Chamber of 
Commerce does not subscribe to allegations made by Congressman 
Lennon to the subcommittee. 

Another point which has been made, both prior to and during the 
hearings, is that exchanges will become ‘ ‘junior pr irtment stores” 
thr ough the addition of the few requested items. I do not feel that a 
comparison between exchanges and department stores can be validly 
drawn. 

Exchanges develop 87.28 percent of their volume of sales in de- 
partments which account for only 17.25 percent of department 
store sales (Department al Merchandising and Operating Results 
1955—Controllers Congress National Retail Dry Goods Associ: ation) 
and the latter includes many items and categories of merchandise 
unauthorized in our exchanges or prohibited by: exchange price limits. 

Furthermore, the selling area of exchange main stores is only a 
fraction of that available in department stores—thus limiting the va- 
riety and assortment of merchandise stocked within the authorized 
limits. 

And lastly, items which exchanges may stock are limited by regu- 
lation to definite categories and cost price limitations, whereas de- 
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partment stores will stock any and all merchandise for which there is 
sales potential. 

A more meaningful basis for evaluating the effect of the proposed 
additional items is to consider the relationship of exchange sales 
volume to total retail store sales volume in the United States. In 
the fiscal year 1956, exchange total sales constituted 0.2690 of 1 per- 
cent of the total national retail store sales volume (Survey of Cur- 
rent Business, U. S. Department of Commerce). Our best estimates 
indicate that the addition of the proposed items would increase ex- 
change sales to 0.2737 of 1 percent of this retail store sales volume. 

In other words, the net effect. of the proposed items would be to 
increase exchange sales by 0.0047 of 1 percent (forty-seven ten- 
thousands of 1 percent) of total retail store sales volume in the United 
States. By any standards this amount can be considered in- 
consequential. 

In the face of this, it is difficult to understand the statement that 
exchanges are presently infringing on 28 percent of the department 
store potential and that the few additions would increase this in- 
fringement to 40 percent. 

Mr. Chairman, our analysis of the testimony presented this com- 
mittee by the retail associations witnesses disclosed many other in- 
accuracies and misstatements of fact. I don’t believe it would serve 
any useful purpose to single out every one of them for correction and 
rebuttal. 

Those which I have already discussed and the few that I shall now 
mention should be sufficient for the official record. 

1. The statement was made: 


I trust the committee will forgive my reminding it, and also the exchanges, 
that the PX’s had their origin entirely on the country’s warm desire to provide 
for “convenience and necessity” for the sons and daughters and relatives in the 
service. And that desire was prompted by war conditions. 


The origin of the PX is correctly stated in Mr. Smart’s testimony 
in the 1949 hearings, which was as follows (Rept. No. 104, p. 3473) : 


Post exchanges and their predecessors are as old in history as the armies they 
were designed to serve. They date from the time of Caesar. Prior to 1866 in 
our country, it was the usual custom to permit sutlers, camp followers, con- 
tractors, and others to accompany the armies for the purpose of selling to soldiers 
those articles and supplies which were not issued by the quartermaster. The 
exorbitant prices, usurious credit, and frequently immoral practices of camp 
followers and suppliers of one commodity or another were conducive to many 
unpleasant incidents. In order to improve trading conditions and at the same 
time maintain control over the activities og these traders, the office of sutler 
was created by Congress. The sutlers proved to be so unscrupulous and corrupt 
that the office of sutler was abolished by the act of July 28, 1866 (14 Stat. 366). 

They were succeeded by post traders by authority of Senate Joint Resolution 
35, 40th Congress, 1867, under the control of the commanding general of the 
Army. On January 28, 1893, post traderships were abolished (27 Stat. 426). 

In 1903 Congress, for the first time, appropriated funds to be used for the 
construction, equipment, and maintenance of suitable buildings at military 
posts and stations for the conduct of post-exchange activities (act of March 2, 
1909 (32 Stat. 927) ). 

Army exchanges as we know them today are lineal descendents of the first 
post exchange which was established by the Secretary of War by General Order 
46, July 25, 1895. This directive contained the following statement: 

“The post exchange will combine the features of reading and recreation rooms, 
a cooperative store, and a restaurant. Its primary purpose is to supply the 
troops, at reasonable prices, with the articles of ordinary use, wear, and com- 
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pensation, not supplied by the Government, and to afford them means of rational 


recreation and amusement.” 
With that mission, the post exchanges continued as an integral part of the 
Army throughout World War I. 


2. The statement was made: 


I am informed that the total volume done by all PX’s in this country upon 
conclusion of the war—this is a guesstimate for 1947—was $30 million. 

As reflected in the transcript of the 1949 congressional hearings the 
total volume of all PX business in the United States for calendar year 
1948 was $251,388,144.34. It was essentially the same in 1947. 

Mr. Puiern. Before you proceed, General, may I interrupt you at 
this point ? 

General Parks. Yes, sir. 

Mr. Puiein. There were statements made in the testimony that the 
business for 1948 was $251 million plus. Now, do you have the present 
gross receipt statement for the 365 exchanges that you mentioned ! 

General Parks. Yes, sir, I do, in response to your request at the 
previous hearings. I have included that in the record of the transcript. 

Mr. Puitern. We have that. What would that figure be for the 
last year that you have, so we can have it at this time? 

General Parks. Yes. 

Mr. Puiern. And then close up that part of your testimony. 

Mr. Smart. I think it is approximately $300 million for 1956. 

General Parks. Fiscal year 1956 figures ¢ 

Mr. Purrern. Fiscal year 1956. 

General Parks. The total retail sales of all of our domestic ex- 
changes for all the services total $361,373,000, fiscal year 1956. 

Mr. Putter. That includes the 365 exchanges that you have? 

General Parks. Yes, sir. 

Mr. Puire1n. Would there be other—does that include concessions ? 

General Parks. Yes, sir. 

Mr. Puitern. That includes concessions—— 

General Parks. The concession income—I quoted to you previously 
for that fiscal year, was $85 million. 

Mr. Puite1n. Then what would be the total gross receipts of your 
operations in continental United States ? 

General Parks. If we include not only the retail sales, Mr. Chair- 
man, out our food and services, which has not been a matter of con- 
tention during these hearings—our food sales amounted to $76,661,000, 
and our services, which is—some of them are concessions, such as the 
barbershop, and so forth. 

Mr. Puiern. Yes. 

General Parks. Amounted to $82,188,000. So that our total gross 
sales in the domestic system, including retail food and services, 
amounted to $520,122,000 for fiscal year 1956. 

Mr. Purser. Thank you, General. You may proceed with your 
statement... 

General Parks. Yes, sir. 

3. These statements have been made: 

What is additionally disturbing is that relatives and friends also joined this 
feast at the retailer’s expense. 

I have been at other posts where the door is open, just come in and buy. 


Now, that is not a charge, it is a flat statement of fact. I am in a position 
to prove it if I have to prove it. 
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No evidence has been produced during these hearings to substantiate 
this generalized charge. The identification and control measures of 
the services to protect the exchange privilege have been commended 
many times in recent years. During these hearings Mr. Rothschild 
referred to our “highly laudable efforts to prevent abuses.” Mr. 
Burston referred to our “honest and thorough job” of trying to end 
any abuses, and our “very good public-relations program” designed 
to end them. HA . 

In 1953, the Subcommittee on Defense Activities in their Report on 
Armed Services Exchanges, speaking on this subject, said: 

The educational campaign being conducted is to be commended. It is pre- 


sented in all suitable forms of informational media and the newer developments 
of that art. 


4. The statement was made: 


Tyndall Air Force Base, Panama City, Fla., is not only buying tires but buying 
them directly from the tire factory. It is reported that Mansfield has shipped 
at least one carload of tires directly from the factory. 

The base commander, Tyndall Air Force Base, and the Atlanta 
regional office, Army and Air Force Exchange Service, have certified 
in response to query on this allegation that Tyndall Air Force Base 
has never purchased carload shipments of tires. The fact is that 
Mansfield tires have been purchased from Moore Handley Company, 
distributors in Birmingham, Ala., and Teague Hardware Co. of Mont- 
gomery, Ala. 

5. The statement was made: 

If the new list is approved, the PX’s will be adding 4,000 items to the thousands 
they now carry. 

Even accepting the criteria used by Mr. Burston that each size and 
color is a separate item, which seems scarcely reasonable, approval of 
the requested list will at most entail the addition of approximately 
448 items. 

6. The allegation has been made that the inclusion of children’s 
sizes of authorized civilian wear ignored the intent of Congress. A 
careful review has been made by the services of the 1949 hearings. 
I have personally researched the transcript of those hearings to ascer- 
tain if there was any validity to this allegation. As a result of this 
research and review, the services can only conclude that there was no 
intent by the Congress that a serviceman could purchase specific items 
of civilian clothing for himself and his wife but could not purchase 
the same item for his children. 

This is borne out by the comments Mr. Vinson made during the 1949 
hearings after Mr. Rowland Jones, of the American Retail Federation, 
had characterized a variety of items, specifically including women’s 
and children’s clothing, as “hardly articles of small personal needs or 


items of necessity and convenience.” Mr. Vinson expressed himself 
as follows: 


At the end you say here, “Women’s and children’s wearing apparel.” Certainly, 
these articles are small personal needs. It doesn’t mean fur coats. It doesn’t 
mean fur jackets, but it means articles of limited cost and of such character that 
the average person in the services would buy. (See pp. 3576 and 3581 of Report 
No. 104, Hearings Before Special Subcommittee on Resale Activities of the Armed 
Services, 1949. ) 
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Again, during the testimony of Mr. Russell L. Waters of the Ran- 
toul “al, ) Chamber of Commerce, the following discussion took place 


(Rept. No. 104, p. 3664) ; 


Mr. WATeERs. Well, it is my opinion that the bare necessities of the enlisted 
men is all right:to be handled on the field. That includes just the soldier’s needs, 
That doesn’t include his family’s needs and everything that goes with it. 

Mr. Vinson. What about for his wife and children, in small articles or small 
necessities of life? Don’t you think that there, too, as well as just the razor 
blades and shaving cream for the enlisted man or the officer? 

In addition, on pages 3993 and 3994 of report No, 115, “Report of 
Investigation of the Domestic Resale Activities (Post Exchanges, 
Ships Service Stores, and Commissaries) of the Armed Services Con- 
ducted by a Special Subcommittee of the Committee on Armed 
Services, House of Representatives,” there is listed under the general 
heading of clothing and accessories (civilian type) a number of articles 
of wearing apparel and accessories, authorized for resale in exchanges 
of the armed services. 

A list of these items under this general heading as shown in this 
report is on pages 12 and 13 of the armed services exchange regulation 
which hasbeen furnished members of this committee. I passed that 
out to you at the last hearing. I don’t know whether you have copies 
of it here or not with you. If you don’t, we have additional copies 
if'you would like to refer to that reference. There is no indication 
that a restriction exists as to the sizes that may be sold. 

Maj. E. S. Hamilton, USMC, officer in charge of Marine Corps 
Exchanges, who is a member of my triservice committee, and who is 
present ‘here today, was also present throughout the 1949 hearings. 
He has advised me that the representatives of the various services, 

assigned to the working group preparing information for the Depart- 
ment of Defense witness, carefully and thoroughly discussed the 
limitations of the list of authorized items, 

This working group noted that the Army and Air Force stocklist, 
in effect prior to the 1949 hearings, contained a general heading 
“Clothing and accessories (civilian type).” (See “Rept. No. 104, 
p- 3486.) The Navy list (see Rept. No. 104, p. 3515) broke these 
items down into a number of categories: “Men’s and boys’ clothing 
and accessories, women’s and girls’ clothing and accessories, textiles 
and infants’ wear, children’s 2-6.” 

It, was the opinion of the representatives of the armed services that 
the heading used by the Army and Air Force did not limit authorized 
items to adults, and was therefore suitable as a general heading for 
civilian wearing apparel, 

Accordingly, when the armed services, on June 8, 1949, submitted a 
list. of items proposed for resale in exchanges, it contained the general 
category “Clothing and accessories (civilian type).” It did not 
specify that items listed there were limited to any age group because 
it was never intended z= make any distinction between children’s and 
adults’ wearing apparel and accessories. 

There does appear under this general heading the item of infants’ 
clothing. Now this particular type of c lothing * was listed separately 
to reflect the intent of the Congress at that time that no restrictions 
as to type or price would be placed on infants’ clothing. The reason 
being that the committee considered any type of infants’ clothing 
to be an item of necessity and convenience. 
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Our dependent children are authorized patrons at all exchanges. 
Exchanges of all services have been selling children’s sizes in appro- 
priate ¢ authorized items of civilian clothing and accessories. We have 
also been selling children’s sizes in toothbrushes, watches and hand- 
bags. 

We have been doing so in complete good faith. I can see no more 
validity to a challenge of our right to sell civilian apparel to our 
children than to a challenge of our right to sell any of the other au- 
thorized items to them. 

I cannot believe that it was the intent of Congress to place any other 
interpretation on the list which the subcommittee of the House Armed 
Services Committee agreed to after due consideration of all of the 
bin duh of the retail groups in 1949. 

. The services have also been challenged on our compliance with 
congressional intent with respect to the sale of pants for active sports. 
I would like to set the record straight on this point. 

May I refer again to the list contained on pages 12 and 18 of the 
Armed Services Exch: ange Regulation. You will note that there is 
listed “pants for active sp orts,” with a $10 price limitation. The 
intent of the Congress as reflected in the record of the hearings held 
in 1949 is, in my opinion, clearly established. 

In the testimony of Mr. Louis Rothschild at those hearings (Rept. 
No. 104, p. 3593), there appears this statement : 

Despite the fact that post exchanges and presumably ship service stores are 
prohibited to sell men’s suits, this ruling is being openly evaded by selling 
separate coats and trousers. The excuse is that these items are not civilian 
clothing but come under the classification of permissive goods as “athletic 
apparel.” 

Now, I call your attention to page 3767 of report No. 104, the record 
of the testimony at these 1949 hearings. Under athletic apparel there 
is listed ‘ ‘pants for active sports.” "The chart shows that there was 
no restriction on this item. 

Referring again to the same record, on page 3791, there appears 
a list of items to be sold in exchanges proposed by Mr. Rowland 
Jones, president, American Retail Federation. 

On this list under “Clothing and accessories (civilian type)” this 
appears “Athletic apparel (for use in active sports and not suitable 
for street or social wear, $5 limit) .” 

Finally, on page 3 3991 of Report No. 115 is the list of items for resale 
agreed to by the subcommittee. On page 3993 of this report, the 
item of “pants for active sports, $10 limit,” appears on the list. It is 
apparent from this that the subcommittee rejected Mr. Jones’ re- 
strictive proposal of “and not suitable for street or social wear $5 
limit.” 

It is also apparent from the previously quoted remarks of. Mr. 
Rothschild that the subcommittee had full knowledge of the type of 
sport slacks that was being sold in exchanges at the time of the 1949 
hearings, and the type that was to be sold in the future. 

Again, I cannot believe, despite Mr. Rothschild’s contention to the 
contrary, that it was the intent of Congress to prohibit a soldier from 
wearing the same pair of pants for informal civilian wear that he 
wears for bowling, tennis, golf, or just plain walking. 

8. Objection has been taken to the description in Deputy Assistant 
Secretary of Defense Jackson’s statement of exchanges as the “neigh- 
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borhood shopping center for service families at the installation.” It 
is claimed that this is getting pretty far afield from the basic purpose 
of the exchange to supply items of convenience and pecenny 

I believe this objection stems from a failure to understand fully the 
conditions under which service families live or to appreciate fully the 
part the exchange plays in making our military life more bearable. 

Military service Imposes its own conditions on the way service fam- 
ilies are able to live. Asa result, the service families at each installa- 
tion form a readily recognizable community with their own interests, 
their own needs, and their own means for satisfying their require- 
ments. 

In this military community, the exchange functions as the neigh- 
borhood shopping center, in that it carries the articles of convenience 
and necessity, which are the ordinary day to day needs of the service 
families. These are, of course, the articles authorized by the applica- 
ble regulations. 

The Philbin subcommittee, in its 1949 report, agreed with this con- 
cept of the exchange function. It stated that exchanges are justified 
because they provide a convenient and attractive source of items of 
convenience and comfort and thereby maintain a spirit of community 
life and high morale (Rept. No. 115, p. 4001). 

The subcommittee also specifically noted that it was not intended 
that exchanges be reduced to the status of canteens. Rather, it was 
intended that service personnel continue to enjoy an attractive ex- 
change where items of necessity, comfort, and convenience and reason- 
able gift items may be readily obtained (Rept. No. 115, p. 4002). 

In 1953, the subcommittee on Defense Activities reaffirmed these 
express views concerning the exchange function. 

Mr. Chairman, the official record of these hearings will show quite 
clearly, I believe: 

1. The military services have made a sincere and conscientious effort 
to establish better relationships with the national retail associations. 
We have made significant concessions in an effort to achieve mutual 
agreement on the items originally requested. 

I would like to add parenthetically that so long as I am Chief of 
the Army and Air Force Exchange Service I shall continue to strive 
to promote and improve this ruatiteaie of consultation and co- 
operation. 

2. The services have operated our exchanges since the 1949 agree- 
ment in accordance with the full spirit and letter of congressional in- 
tent as reflected in that agreement. 

3. All of the services face serious manpower losses. The cost as- 
sociated with the replacement of these losses constitutes a sizable 
portion of our national defense budget. 

4, An exchange capability of meeting the minimum basic require- 
ments of our servicemen and their families is a very important factor, 
and has a significant impact on our reenlistment rates. 

5. The American standard of living has progressed markedly since 
1949 when our present authorized list of merchandise was established. 
Hence, our request for a modest revision and expansion of the list is 
justifiable, and consistent with the spirit and intent of Congress. 

6. The Exchange Service retail operation has a negligible impact 
on the total national retail business, amounting to only about one- 
fourth of 1 percent. 
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7. This modest expansion will increase our sales in the exchanges 
by not more than 25 cents per authorized patron per month. 

8. The privilege of discount buying has been extended by most re- 
tail merchants to their employees as a fringe benefit to promote their 
own personnel stability and job satisfaction. This reason is also 
applicable to the military services. 

9. The exchange volume of sales constitutes only a minute portion 
of the total national volume of discount or off-list selling. 

10. Every military installation makes a significant contribution to 
the economy of the nearby local communities. Every exchange pumps 
large sums of money into the local life stream of business by employ- 
ing local civilians in the exchange, procuring local merchandise and 
and services, and contracting with local businessmen to operate 
our concessions. 

The average serviceman spends less than 20 percent of his pay at 
his exchange. Most of the balance of his pay goes into the economy 
of the local community. The additional items as we have requested 
will not materially alter this 20-percent figure. 

The proposal before this committee has received wide publicity 
throughout the services. Our commanders throughout the services 
have unanimously strongly endorsed the need for these additional 
items in order to meet the minimum basic requirements of their 
servicemen and families. 

The decision of this committee with respect to our proposal will 
therefore have a significant effect upon the morale and welfare of 
every member of your armed services. I therefore urge you to give 
sympathetic and favorable consideration to our modest request. 

Mr. Puiter. General, you made a very splendid, excellent state- 
ment, by way of rebuttal of the various points which have been brought 
up in the testimony to the committee. Do you have some questions, 
Mr. Devereux ? 

Mr. Devereux. No. 

Mr. Puriprn. Mr. Huddleston / 

Mr. Huppieston. Just one. 

On behalf of Mr. Kitchin, who had to go back to his office for a 
few minutes, but will be at the committee hearing later on, General 
Parks, in your statement you made reference to the fact that the 
Chamber of Commerce of Fayetteville, N. C., does not subscribe to the 
views expressed by Congressman Lennon with reference to the Fort 
Bragg situation. 

Do you have a telegram or a statement from the president of that 
organization or something that we can put into the record to indicate 
their views on the matter with relation to Fort Bragg ? 

General Parks. No, sir; I do not. 

I was quoting from the response I received from General Hickey in 
that respect. 

Mr. Huppteston. The reason I was asking: Mr. Kitchin has re- 
ceived a telegram from Mr. Ed Edgerton, president of the Junior 
Chamber of Commerce of Fayetteville, N, C., as follows: 

Regards to current hearings on military post exchange operations, as presi- 
dent of the Fayetteville Junior Chamber of Commerce, I would like to express 


our belief as evidenced by our J. C. League that economic justice can best be 
won by free men through free enterprise. 
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So it would seem that the views of the junior chamber of commerce 
are at variance with the views as expressed in your statement with 
regard to the Fayetteville Chamber of Commerce. 

General Pargs. I see. 

Mr. Pumerm. Mr. Smart, do you have some questions? 

Mr. Smarr. I have no questions, Mr.Chairman. Thank you. 

Mr. Devereux. Mr. Chairman, I might direct—to make an observa- 
tion so far as that telegram is concerned. I wonder if the Junior 
Chamber of Commerce of Fayetteville is aware of the testimony and 
conditions that have been presented by General Parks. I feel that 
they are all fairminded people. I have often found that very many 
times we receive telegrams from people who are not well advised on 
conditions. 

Mr. Hupptesron. I don’t think there is any question about that. 

Mr. Putter. Did you desire to put the telegram into the record? 

Mr. Hupvieston. Well, since I read it, I will withhold it. 

Mr. Putxein. Yes, you read it. 

(Mr. Smart aside to the chairman. ) 

Mr. Pumper. Well, if there is no further testimony, we would 
excuse you, General Parks. And thank you very much for the testi- 
mony you have given here, and the contribution you have made to 
our deliberations. We want to thank all those who appeared before 
the committee. 

If there is any further testimony—if there is anyone in the room 
who hasn’t been heard and desires to be heard very briefly we would 
be glad to hear them. We would be glad to have statements that 
anyone might desire to present for our record, for our consideration. 

Mr. Smart. Mr. Chairman, in that respect I have been advised that 
some of the representatives of the retail industry, who were not aware 
of the nature of the testimony which General Parks would give this 
morning, have asked the opportunity to submit a statement for the 
record, if that would seem to them to be desirable, after he had testi- 
fied. I assured them I would bring it to your attention and that the 
sub*ommittee would undoubtedly be perfectly willing to accept their 
additional statements. 

Mr. Puen. That testimony may be inserted in the record. And 
T have several communications which I will ask unanimous consent 
also to insert in the record, when I have collected them. I have a 
number of communications that I would like to appear in the record 
at the request of those who forwarded them to me. 

Now, the committee will go into executive session. 

(Whereupon, at 11:25 a. m., the subcommittee proceeded in 
executive session. ) 


Houser or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SPECIAL SUBCOMMITTEE FOR SERVICE EXCHANGES, 
Washington, D. C., Wednesday, July 10, 1957. 
The subcommittee met at 10 a. m., Hon. Philip J. Philibin (Chair- 
man of the subcommittee), presiding. 
Mr. Putern. The committee will come to order. 
At the time this subcommittee had its last public hearing, on April 
10, the committee was not aware of a proposal to institute a system 
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of credit in two Air Force exchanges on a trial basis. Even had the 
subcommittee then known of this matter, it would have had no juris- 
diction under our present grant of authority to make any inquiry 
into it. 

Since our last public hearing protests have been received from many 
sources against the institution of a system of credit, even on a limited 
or trial basis, in any of our military exchanges. The volume of these 
protests prompted the chairman of the full committee, Mr. Vinson, 
our distinguished friend from Georgia, to write to the Secretary of 
the Air Force recently—I believe the letter was dated June 26 of this 
year, requesting that the Secretary defer the institution of the credit 
system in the exchanges until the matter could be further considered. 

At this point, I would like to have Mr. Vinson’s letter read into 
the record of these hearings, and following that I would like to have 
the response of Secretary Douglas read into the record. 

Now, in keeping with the foregoing actions, the chairman, Chair- 
man Vinson, expanded the jurisdiction of this subcommittee to the 
extent that we are authorized and directed to consider the question 
of instituting a credit system in the military exchanges. 

For the purpose of the record, I will at this point includes in the 
record the letter of the chairman, which expands the jurisdiction of 
the subcommittee for the purpose of this hearing today. 

I would like to point out that the question of credit is the only 
matter which is before the subcommittee today, and I would suggest 
those who testify, in a most respectful way of course, to limit their 
statement to that subject. 

I would like to recognize Mr. Smart, for the purpose of making 
reference to the various documents, and communications and letters 
that we may have inserted in the record at this point. 

Mr. Smart. Mr. Chairman, Mr. Vinson’s letter to Secretary Doug- 
las under date of June 26, is as follows: 


JUNE 26, 1957. 
Hon. JAMeEs H. Dove.as, 


Secretary of the Air Force, 


Dear Mr. Secretary: This committee is receiving an ever-increasing volume 
of protests concerning the Air Force proposal to incorporate a system of credit, 
on a trial basis, in two Air Force exchanges. 

The special Subcommittee on Military Exchanges had concluded its public 
hearings in April when the matter involving credit was informally brought to the 
attention of the committee. Therefore, it was not the subject of consideration 
by the special subcommittee. However, the current volume of protests makes 
it obvious to me that the subcommittee’s jurisdictions should be expanded in 
order to permit consideration of this proposed action, and I am today taking 
such action. 

In view of the foregoing, I urge that you take immediate action to defer the 
incorporation of a credit system in any Air Force exchanges until the subcom- 
mittee has had an opportunity to consider the matter and report to the full 
committee. S ‘nce Air Force action is scheduled for July 1 on this matter, time 
is of the essence. 

I would appreciate being advised as to your decision regarding this request. 

Sincerely yours, 
CARL VINSON, 
Chairman of the Committee. 


_ On June 27, the following day, General Kelly, in behalf: of the 
Secretary of the Air Force, responded to the chairman as follows: 
DEAR Mr. CHAIRMAN: The Secretary has requested that I advise you that he 
has directed that action to incorporate a trial system of credit in the Air Force 
exchanges be deferred in accordance with your request of June 26, 1957. 
86066—57—No. 52——-8 
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The Air Force will be prepared to appear before the Special Subcommittee 
on Military Exchanges at such time as it may be convenient to the committee. 
Sincerely yours, 







Jon W. KELLY, 
Major General, United States Air Force. 


_ Then on June 26, the same day that the chcairman wrote to the 
Secretary of the Air Force, he wrote to Mr. Philbin, chairman of this 
special subcommittee, as follows: 


Dear Mr. PHILBIN: Since the committee has received a rather widespread 
protest against the proposal of the Air Force to incorporate a credit system, on 
a trial basis, in two of its exchanges, I feel it necessary to have the proposal 
eonsidered by your Special Subcommittee on Military Exchanges. 

In keeping with the foregoing, the jurisdiction of your special subcommittee is 
herewith expanded so as to include the question of credit in military exchanges. 

It is requested that your findings and recommendations on this point be made 
a part of your report to the full committee upon the conclusion of your 
deliberations. 

Sincerely yours, 
















CARL VINSON. 





That concludes the documents, Mr. Chairman. 

Mr. Puirern. Without objection, those documents and letters may 
be quoted in the record. 

Mr. Smarr. Mr. Chairman, at the outset of the hearings, I would 
like to point out that you previously ordered that the record be held 
open for supplementary statements from any of the witnesses who had 
testified or who desired to testify. 

A number of such supplementary statements, together with various 
letters and articles have been received for incorporation in the record, 
and I would offer them at this point in the record. 

Mr. Puirer1n. Without objection, it is so ordered. 

(The letters and articles are as follows:) 














EXPANSIVE UNCLE 





Military Post Exchange Stores Grow, Plan New Lines as Retailers Grumble— 
Sales Exceed Woolworth’s; With Rent, Tax Breaks, Profits Hit $46 Million— 
Baby Clothes, Cameras, Gas 








(By Edmund K. Faltermayer, staff reporter of the Wall Street Journal) 


New York—Maj. Gen. Harlan Clyde Parks, United States Air Force, a West 
Point graduate and a career officer for 28 years, may not sound like just the 
man to run an international retail chain doing an $800-million-a-year business, 
but he’s doing exactly that, while still very much a part of the Armed Forces. 

Since last December, General Parks has been chief of the joint Army-Air Force 
post exchange system, whose annual sales top those of such retailing giants 
as F. W. Woolworth Co., and Allied Stores Corp. Its profits, too, are kingsized 
for a retailer; in its last fiscal year, the post exchange system netted almost 
$46 million, against $34.6 million for Woolworth on slightly lower sales and 
$14.2 million for Allied. 

To military personnel in this country, the post exchange network sells such 
varied items as gasoline, baby clothes, movie cameras, and small appliances. 
To overseas servicemen, it dispenses nearly everything but automobiles. Most of 
its wares are priced below those in civilian stores. This and the fatness of its 
profits are possible of course because the Government-run units do not have to 
fret about such things as income taxes, fat advertising budgets, big rents, hefty 
executive salaries—or irate stockholders. 

A mellowed man of 50 trimly dressed in civilian clothes, which military regu- 
lations now permit him to wear, the general rules his merchandising domain 
from a modest office in a New York City building where several hundred of his 
underlings occupy two and a half floors. 
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FARFLUNG EMPIRE 


Sitting behind an uncluttered walnut desk and flanked by the stars and stripes 
and the two-starred blue flag of a major general, General Parks runs an outfit 
with some 2,300 retail stores, snack bars, beer bars, bowling alleys, and other 
outlets in the continental United States alone. Besides this, there are over 4,000 
outlets at such widely scattered foreign outposts as Keelung, Formosa; Fuersten- 
feld-bruck, Germany ; and Side Slimane, Morocco. As head man of this farflung 
empire, General Parks in a way is a symbol of the breadth and complexity of 
today’s Government. 

On the exchange’s payroll are 17,900 civilians in the United States, plus 4,500 
United States civilians overseas. The bulk of the overseas work force consists of 
44,600 foreign workers. This army of salesgirls, warehouse clerks, and soda 
fountain attendants, post exchange men insist, is paid entirely out of sale pro- 
ceeds. Military personnel on Uncle Sam’s payroll number a scant 300, mostly 
in top supervisory positions, officials claim. 

The number of PX outlets of all sorts in the United States zoomed early 
in the Korean war (from 1,595 in July 1950 to 2,351 a year later), but since 
the war has leveled off slightly below the wartime peak. The number of PX 
employees has shown no great change in recent years, but the amount of sales 
per employee is increasing, PX officials say. 

As head man of this farflung empire, General Parks is a symbol of the breadth 
and complexity of today’s Government. 

“It’s a little hard thinking of myself as a retailer after all these years,” grins 
General Parks, leaning back in his brown leather chair. His last assignment 
Was as assistant chief of staff in charge of personnel at the U. N. and Far East 
commands in Tokyo. 

General Parks’ new assignment is testing his demonstrated abilities in a num- 
ber of ways. This month he was awarded the Legion of Merit for his “tact, 
patience, diplomatic skill, aggressiveness, and wide professional experience” in 
dealing with the Communists in 1955 as senior member of the U. N. delegation 
to the Korean Armistice Commission at Panmunjom. While the application of 
these traits is hardly the same now, his present task calls for constant efforts 
at making peace with United States retailers who consider any expansion of the 
PX system a threat to their business. 


SHOULD BE LIMITED, RETAILERS ARGUE 


Retailers argue that PX’s should be limited to selling items of “convenience 
and necessity.”’ PX men agree, but differ on their interpretation of these terms. 
“The PX has got to keep pace with the Nation’s rising living standards,” one aide 
says. “After all, things that were considered ‘luxury items’ a few years ago, such 
as an electric blanket, are now commonplace items,” he argues. 

In Pentagon negotiations early this year retail spokesmen at first agreed to 
some easing of limitations on items that can be sold in PX stores in the United 
States. But talks broke down over General Parks’ insistence on adding these 
highly controversial lines—baby furniture, clothing for children 6 to 12 years 
old, men’s sport coats, tires, and batteries. The retailers contend PX sales of 
these items will be unwarranted infringement on their trade. 

A decision on the hotly-contested changes now rests with a House Armed 
Service Subcommittee, headed by Representative Philbin (Democrat, Massa- 
chusetts). This group has heard testimony from General Parks as well as 
spokesmen for such opposition groups as the National Retail Dry Goods Associa- 
tion and the National Tire Dealers and Retreaders Association. 

Because of a “gentlemen’s agreement” between the PX system, the retailing 
industry and the House group dating from 1949, the Armed Services Subcom- 
mittee informally passes on any proposed changes in items stocked. The changes, 
if allowed, would be the first since the 1949 pact which barred the PX system 
from selling in United States stores such higher priced items as refrigerators 
and ladies’ fur coats. 

It'll likely be at least 3 weeks before the House group makes up its mind, a 
staff member says. Meanwhile, the N. R. D. G. A. also has demanded that the 
subcommittee review the original 1949 list for “violations” by the military. “If 
we don’t get relief from the Philbin committee,” an N. R. D. G. A. spokesman 
says darkly, “we will seek legislation to bring about a review.” 

General Parks, who expected a serene assignment after his Far Hast duties, 
says he’s amazed at such pressure tactics. Smiling tolerantly, he says, “the 
serviceman actually spends only 20 percent of his pay in the PX on the base. 
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If the retail people would pay less attention to that 20 percent and think more 
about the 80 percent he spends off the base, he contends, we wouldn’t have all 
these misunderstandings.” 

Once the current dispute is resolved, the general says, he'll try to get around 
and meet some of his private industry counterparts, and swap sales ideas and 
ways of providing better service to customers. Ironically, the Army-Air Force 
PX system is a member of the N. R. D. G. A. with which it’s battling. 


LOOKING AROUND 


General Parks, who has just returned from a 3-week inspection of stores in 
Europe and Africa, plans more surveying of his own domain. “I'll just catch 
a plane or train and go off and do some more looking around,” he says. Priority 
will go to visiting stores in the United States, which range in size from a network 
of post exchange’s at Fort Bragg, N. C., grossing $750,000 a month to an $3800 a- 
month store at C-496, a launching site for the Army’s antiaircraft Nike missile 
in suburban Chicago. 

Despite a shrinking clientele, the system’s sales are holding up pretty well. 
In the fiscal year ended last June, sales in the United States alone were $345 
million, $1 million above volume in the preceding year, even though troop stren7zth 
in this country was cut by 130,000 men. Average spending per man per month 
last fiscal year rose to $24.48 from $21.97 the year before, at least partly because 
of the military pay raise in 1955. Back in 1951 sales ran only $14 per man per 
month. 

This fiscal year, despite a further slight cut in troop strength, sales in the 
United States are expected to end up about even with last year. 

Overseas, where there’s no limit on the items a PX can stock, sales hit $463 
million in the 1956 fiscal year. Because this was the first year all foreign opera- 
tions were financially integrated, no comparisons are available for past periods, 
but the trend is slightly up. 

Biggest overseas units are the Army’s European exchange system and the 
Japan central exchange. While some locally procured items are sold abroad, 
the main purpose, PX men insist, is to carry United States name brands to 
United States troops and dependents the world over. In some cases in which 
an overseas PX doesn’t sell an item, it acts as agent for United States mail-order 
houses. 

NAVY SEPARATE 


Outside General Parks’ control is the separate Navy retail system with 294 
outlets whose fiscal 1956 sales were $235 million. Of these stores, 741 are on 
shipboard; for this and other reasons, the Navy system was allowed to remain 
separate when the present Army-Air Force system was established in 1947. 

General Parks receives an income that’s a fraction of what the hend of a 
similar sized civilian retail chain earns. His major general’s pay is $12,250 a 
year plus a food allowance of approximately $575 a year and his free quarters 
at Mitchell Airbase on Long Island. In comparison, the salary of B. Farl 
Pluckett, chairman of Allied Stores, the Nation’s largest department-store chain, 
is $135,000. 

Post Exchange Chief Parks has a fairly free hand in running the system. 
“I’m about in the same position as a president reporting to a board of directors,” 
he says. Once a month, in New York or Washington, he does, in fact, meet 
with six “directors’—three generals from each service, Under a change to be 
announced soon, General Parks will become the seventh board member. 

Actually, the general wouldn’t look out of place at any corporate board meet- 
ing. He wears a natural-shouldered suit, white shirt, and figured tie. His face 
is unlined, his smile genial, his hair partly gray. He speaks in an even, relaxed 
tone. 

Although there are no stockholders, as such, the system pays out, roughly, 
6 percent of its profits in “dividends,” which go to the services’ welfare funds 
to finance athletic programs, entertainment, and libraries. “If we could reduce 
the need to pay dividends,” General Parks submits, “we could improve our 
services and perhaps even cut some of our prices.” Profits not paid out as 
dividends are plowed back into the business. 

As PX “president,” General Parks has both supervisory and operation func- 
tions. While each base commander technically controls his own PX, he oper- 
ates under supervision from New York. Under a new setup being drafted now, 
General Parks, by going “through channels” via the Chiefs of Staffs in the 
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Pentagon, will for the first time be able—at least, indirectly—to order an apa- 
thetic base commander to provide better PX faciilties. 

On the operating end, General Parks’ New York headquarters handles all pro- 
curement from manufacturers for the overseas system and audits the books of 
every outlet in the world. In the United States procurement is handled by local 
units. Special sections dream up new ways to make a PX more attractive and 
give legal advice to individual outlets. 


PRIVATE VERSUS PUBLIO 


Why not simply let private companies operate stores on military bases under 
supervision? It wouldn’t work, asserts General Parks. “You’ve had some kind 
of PX system since Caesar’s time. Every time it’s been handed over to private 
firms there’s been gouging and profiteering somewhere along the line,” he con- 
tends. Private retailing on military bases was abolished by Congress in 1893, 
after complaints from troops. 

As for the situation today, “Sure, we could get a private firm to operate the 
big PX at Fort Benning or Fort Bragg,” admits General Parks. “But who is 
going to run an unprofitable store serving 50 men at a radar station in North 
Dakota ?” 

The main purpose of the PX system as the general sees it, is as a “fringe 
benefit’ to help career servicemen from being lured away by higher-paying 
civilian jobs. Lower PX prices in part compensate servicemen for the lower 
pay they receive, he maintained. 

“It was surprising to me to hear it,” he says, “but a study conducted by Mc- 
Kinsey & Co., management consultants, shows that the value of the fringe 
benefits in civilian life now is greater than those in the service.” PX men cite 
another survey listing servicemen’s reasons for staying in military life. Cheaper 
prices in post exchanges was the first reason cited by 76 percent of enlisted 
men, topping even free medical care for dependents. 

On the average, PX officials freely admit, prices in their stores are lower 
because markups are low—from 7 percent on small items such as toothpaste 
and razor blades to 25 percent on appliances. In contrast, the markup in 
civilian stores runs about 30 percent on toothpaste and razor blades, and around 
32 percent on appliances, according to an NRDGA spokesman. Surveys show 
that if a serviceman buys for himself and his family everything available in a 
PX, he'll save an average of about 20 percent. 


PRICE PARING 


Aithough the pattern of savings is by no means consistent, at the Fort Myer 
Post Exchange, just behind the Pentagon in northern Virginia, a GI can pick up, 
for $42, a movie camera which a local department store sells for $47.95. A 
3-burner outdoor gasoline stove sells for $18.50 at Fort Myer, compared with 
$24.95 quoted by a local sporting goods store. Cigarettes sold over the counter 
are free of State tax but, like all other PX items, are assessed the usual Federal 
excise taxes. One definite saving, of course, is a PX exemption from State 
sales taxes that range up to 3 percent. 

“We make a profit of around 6 percent on our sales dollar compared with a 
net profit or 2 or 8 percent on the ontside,” says Phelps Pond, deputy director 
of plans for the PX system. 3ut, he notes, “outside firms have to pay income 
taxes, plus promotional and advertising expenses, plus higher executive salaries, 
rents in choice downtown areas, and delivery expenses. We have a markup of 
around 16 percent in the United States. Outside firms have to charge around 
36 percent just to stay in business, 

Besides opposing the addition of such items as baby furniture to PX stocks, 
retailers have their dander up over a plan to extend up to $300 of credit to 
servicemen in PX’s at March Air Force Base in California and at Wright- 
Patterson Field in Dayton, Ohio. It’s only a trial, officials insist. 

“I’m neither for it nor against it,” says General Parks. 

How does he like being PX boss? The general grins and says candidly, “They 
told me I'd like it. I’m still waiting.’ Later, he thinks, when the fight in 
Congress dies down there may be time for relaxation, including more golf. He 
reportedly plays a good game, 
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For THE PX System 


Editor, the Wall Street Journal: 

While your “Expansive Uncle” story (May 21) was on the face objectively 
and fairly reported, it was explained by you to be “the first of a series” on the 
“vast range of activities in which the Government is engaged.” It seems unfair 
to classify the PX activities thusly, inasmuch as they are, as you explain, a type 
of “fringe benefit” for the armed forces. 

Being a retailer selling many of the same items sold by the 4 PX and Ship’s 
Service Stores within a 10-mile range, it would certainly be to a personal advan- 
tage to bitterly oppose such tax-free and virtually expense-free competition. 
However, as a citizen looking to the Armed Forces for defense, I must favor 
anything done by the services to get and keep men of high caliber, who without 
the “fringe benefits” of the lower-paying service jobs would turn elsewhere for 
employment. As a taxpayer I must realize that the sizable PX profits are used 
for improvement of various service facilities. This money might otherwise be 
appropriated from tax revenues. Further, take away the 20 percent savings 
given to the serviceman by the PX store and you must certainly be forced to 
raise his wages accordingly—also from tax revenues. You compared the salary 
of the general in charge of the PX stores to that of our largest retail chain, 
which does a smaller business than the PX chain. The general makes over 
90 percent less than his civilian counterpart, and this same type of difference can 
be carried down to the lowest private: thank heaven these dedicated men get a 
crumb such as the PX tossed to them. 

We retailers are a small group indeed when compared to the total number of 
individual taxpayers. It would seem to be in the interest of the vast majority 
that this PX system be maintained. We've seen much in recent months of 
righteous mouthings of economy—but for the other fellow; much anguished 
wailing by some segments of the economy when profits seem threatened. It 
would be nice to see a question resolved on the merits of how it will affect the 
majority, apathetic though they may be, rather than the more easily heard 
screams of the selfish and rather shortsighted minority. 

Freperic A. Kaun, Columbus, Ohio. 





FURNITURE, INC., 
FAYETTEVILLE, N. C., 
May 72, 1957. 


COLLIER-T ART 


Hon. ALTON LENNON, 
Washington, D.C. 

DEAR Mr. LENNON: I am writing you in regards to the Government selling 
furniture at post exchange. I would be in favor of the Government selling same 
things that was granted them in the year 1939—no more. As you know, Mr. 
Lennon, it is not fair for the Government to take taxpayers’ money and give 
private enterprise competition. As you see, that is what they are doing. 

Mr. Lennon, you probably do not remember me. I am the Tart that runs Tarts 
Motor Court, in Dunn, N. C., that you spent about 2 weeks with before you were 
elected into office. I also have a furniture store in Fayetteville, N.C. Anything 
you can do for me, I will assure you I will not forget . 

Respectfully yours, 
H. W. Tart, President. 


FAYETTEVILLE RETAIL FURNITURE DEALERS ASSOCIATION, 
Fayetteville, N. C., May 28, 1957. 
Hon. Atton O. LENNON, 
House Office Building, 
. Washington, D. C. 

Dear Str: We would like to bring to your attention action taken at the meet- 
ing of the Fayetteville Retail Furniture Dealers Association held on May 27. 
This association is made up of the 15 major furniture stores in the Fayetteville 
area. 

Much discussion was brought out in regard to the expanded program of post 
exchanges. More and larger items have been put on sale and there seems to be 
a movement afoot now to expand into the credit installment field. We fee! 
that this is unfair competition from tax-free enterprises. 
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We respectfully submit a resolution, passed unanimously, which states : 

“We as members of the Fayetteville Retail Furniture Dealers Association 
favor operation of military post exchanges on the basis of the 1949 con- 
gressional ruling and feel that further expansion beyond this service to the 
military is not in keeping with sound governmental or business practices.” 

Thank you very much for your efforts in our behalf to present this resolution 
to the proper congressional committee. 

Very truly yours, 

Hart A. LANE, President. 


HoMEMAKERS, 
FAYETTEVILLE, N. C., May 28, 1957. 
Hon. ALTON LENNON, 
House Administration Building, 
Washington, D.C. 

Dear Sir: We are in favor of the post exchange agreement of 1949 as regards 
to items which they may offer for sale to military personnel. We are not in 
favor of present proposals to extend their rights to handle items of house- 
hold furnishings and clothing in direct competition with local merchants near a 
Inilitary establishment. 

Your support in setting aside the above-mentioned proposal will be greatly 
appreciated by the writer and members of this firm. 

Respectfully yours, 
E. D. BROADWELL, Jr., Manager. 


JOHNSON CoTTon Co., 
Dunn, N. C., June 1, 1957. 
Hon. ALTON LENNON, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN LENNON: We note in a recent issue of the Wall Street 
Journal that the Army, through its post exchange, is requesting authority to 
expand its retail business beyond the authorization of the 1949 Post Exchange Act. 
They are seeking to sell automobile tires, batteries, clothing, certain types of 
furniture, etc. 

In addition to increasing their lines of merchandise, they are also asking for 
authority to extend credit to officers and the three highest grade enlisted. men 
up to $300 interest-free, with 6 months to pay. 

We take the position that it would be unfair to private business for the post 
exchange to be allowed to extend their business beyond the 1949 act. 

Private business pays taxes to maintain and operate the Army. We believe 
it would be unwise and unfair to permit any expansion in the retail field by the 
United States Army. We are definitely opposed to any such action. 

It would be appreciated if you will let us have expression from you in this 
connection. 

Thanking you, and with best wishes, I am, 

Yours very truly, 
W. J. THOMPSON, 
Senior Vice President. 


JOHNSON CoTTroN COMPANY OF FAYETTEVILLE, INC., 
Fayetteville, N. C., May 28,1957. 
Hon. Atton LENNON, 
House Administration Building, Washington, D. C. 


Deak Sir: In a recent issue of the Wall Street Journal, we have noted that 
the United States Army, through its post exchange, is seeking authority to expand 
its retail business through: the post exchange stores, by offering for sale items 
beyond those authorized in the Post Exchange Act of 1949. This act, as we 
understand it, limited items to be sold at retail in post exchange stores to those 
considered of convenience and necessity. We also understand they are seeking 
authority to extend credit to officers and the first three grades enlisted men up 
to $300 interest-free with 6 months to pay. 

Our store, like several others in this locality, has expanded its organization 
in recent years in order to offer to the officers and enlisted men of Fort Bragg 
and Pope Air Force Base various items of merchandise on very lenient terms 
and at a minimum of profit. 
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Should the Army through the post exchange system be allowed to expand: in 
the merchandising field beyond the 1949 act, it would have a very ill effect on 
ours, and other like organizations in this area. We probably would be forced 
to reduce our personnel, who like our company, pay a substantial amount of 
taxes into the Federal Government, while we understand the post exchange 
operations are tax-free. 

We are definitely opposed to any expansion in the retail field by the United 
States Army through its post exchange stores beyond the authorization of the 
1949 act, and if you concur in our thinking in this matter, and we believe you will, 
we request that you do whatever is in your power to restrict the operations of 
the post exchange stores to the authority granted under the 1949 act. 

Very truly yours, 
F. A. Dawson, Manager. 


MARKET FURNITURE Co., INC., 
Fayetteville, N. C., May 28, 1957. 
Hon. Arron LENNON, 
House of Representatives, Washington, D. C. 


Dear Srr: I would like to take this opportunity to express my feelings about 
the new post exchange ruling that will be decided at a committee meeting in 
Washington at an early date. 

I start by giving you permission to use this letter for reference or publication 
or in any way you See fit to refer to it. 

I as a merchant and taxpayer have a legitimate right to register my com- 
plaint about this and would appreciate any thing that can ge done to curb the 
expanding activities of the post exchange of the United States. 

I am not informed as much as I probably should be about this matter but I 
have received my information from the Wall Street Journal, volume CXLIX, 
No. 99, and from other sources that are not as concrete as this. 

If this new regulation is allowed to pass it looks to me as if the post exchange 
will continue to expand and slowly but surely force little merchants and tax- 
payers out of the picture. 

Being an ex-Navy man I realize the necessity of the post exchange selling 
convenient and necessary items but I think the act of 1949 passed and approved 
by Congress is sufficient enough to take care of these needs. 

As you know (at least I am lead to believe) that the post exchange has no 
taxes to pay, no light bill to pay, and no overhead to amount to anything com- 
pared to us taxpaying merchants so they can use our tax money for their over- 
head and show a $46 million profit in 1956. 

I have no personal ax to grind but feel that all the facts should be taken into 
consideration when the committee meets to decide what to do about the new 
regulations on expansion and on the type basis of extending credit up to $3 
with no carrying charge. 

Is it fair to be in competition with our Government, they paying no over- 
head, and we paying their way in forms of taxes for them to compete against 
us? 

I have tried to base this letter on facts put out by Gen. Clyde Parks in his 
statement to the press and would appreciate any and all help I as a merchant 
can get to see the PX’s about the United States not expand to cover any opera- 
tion other than the 1949 pact that should be in effect. 

Thanking you for anything you might do to stop the new PX regulation in 
the United States and keeping the 1949 pact alive, I remain, 

Yours very truly, 
Tep O. RHODES. 


OwEN’s TV, INc., 
Fayetteville, N. C., June 4, 1957. 
Hon. ALTon.LENNON, 
United States Senator, Washington, D. C. 


Dear Sim: As a retail appliance business firm doing business in the immediate 
vicinity of Fort Bragg, N. C., we are firmly opposed to permitting the post ex- 
change to handle and sell items of such nature as to be in direct competition 
with local business houses. 

Our firm employs about 20 persons, and about 75 percent of our business 
is derived from military personnel now stationed at Fort Bragg, N. C.; there- 
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fore, you can readily see that a situation such as this could severely curtail our 
sales and business. 
We would like to request that you use your fullest influence to combat any 


legislation creating a situation where the Federal Government competes with 
private enterprise unfairly. 
Very truly yours, 


DANIEL F. Owen, President. 






PURDIE’S, 
Fayetteville, N. C., May 29, 1957. 
Hon. ALTON D. LENNON, 
House Office Building, Washington, D. C. 


Dear Mr. Lennon: This company is very much alarmed over an article appear- 
ing in a recent issue of the Wall Street Journal concerning sales of merchandise 
through the United States Army post exchange. 

Should the PX stores be granted authority to sell and charge, without interest, 
over a period of 6 months, items of value from $35 to $300 it would mean that 
we would have to close our doors and go out of business. 

Our store was established on Bragg Boulevard at a distance of less than 5 miles 
from the main living quarters at Fort Bragg for the primary purpose of doing 
business with the officers and enlisted men of Fort Bragg and Pope Air Base. 

We offer for sale at reasonable terms, with a very low percentage return on 
our investment, merchandise desired by this personnel. 

We and our employees pay into the Federal Government a substantial amount 
of taxes. Post exchange operations are tax-free. 

Our business has been so reduced by the Capehart Act, which we are on 
record as having favored, that if the above authority is granted it can cause 
severe hardship to the furniture merchants. 

It is our desire that the PX stores be limited to items of convenience and 
necessity as granted in the act of 1949 and respectfully request your assistance 
in this matter. 

Yours very truly, 
EARLE A. LANE, Manager. 






HIGHLAND FURNITURE Co., 
Fayetteville, N. C., June 13, 1957. 
Hon. W. Kerr Scorr, 
Senate Office Building, Washington, D.C. 

Dear Sirk: We would like to add this letter to those of other Fayetteville 
retail furniture dealers in opposition to the proposed authorization of the addi- 
tion of 23 items to the inventories of military post exchanges. 

We are very much in favor of the PX agreement of 1949 which we believe to 
be fair and equitable. 

We feel, however, that this new proposal is most unfair and places the military 
post exchanges in direct-competition with private enterprise surrounding mili- 
tary installations wherefrom much of the tax revenue is derived to establish 
and support such exchanges. 

We are very appreciative of the good fight you and Senator Ervin and Repre- 
sentative Lennon are making in our behalf and would like this letter forwarded 
to the Special Subcommittee for Service Exchanges. 

Respectfully yours, 
S. O. Smiru, Jr., Manager. 






HoME FURNITURE Co., 
Fayetteville, N. C., June 13, 1957. 
Hon. W. Kerr Scort, 
Senate Office Building, Washington, D.C. 


DEAR Str: We would like to add this letter to those of other Fayetteville retail 
furniture dealers in opposition to the proposed authorization of the addition 
of 23 items to the inventories of military post exchanges. 

We are very much in favor of the PX agreement of 1949 which we believe to 
be fair and equitable. 

We fell, however, that this new proposal is most unfair and places the mili- 
tary post exchanges in direct competition with private enterprise surrounding 
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military installations wherefrom much of the revenue is derived to establish 
and support such exchanges. 

We are very appreciative of the good fight you and Senator Ervin and Repre- 
sentative Lennon are making in our behalf and would like this letter for- 
warded to the Special Subcommittee for Service Exchanges. 

Respectfully yours, 







JOHN D. SHaw, Manager. 











NATIONAL ASSOCIATED BUSINESSMEN, INC., 
Washington 6, D. C., May 238, 1957, 





Congressman Puirr J. PHILBIN, 
Chairman, Services Exchange Subcommittee of the House Armed Services 
Committee, House Office Building, Washington, D. C. 

DEAR CONGRESMAN PHILBIN: I submit herewith a statement from National 
Associated Businessmen, Inc., with regard to the proposal now before your sub- 
committee to increase the number of items on sale at the service exchange stores. 

I should like this statement to be made part of the official record. 

Very truly yours, 














Evton Ke, President. 









STATEMENT OF ELTON KILE, PRESIDENT, NATIONAL ASSOCIATED 
BUSINESSMEN, INC. 











Mr. Kite. Membership of National Associated Businessmen, Inc., 
is comprised largely of manufacturers, wholesalers, and retailers, 
both large and small, primarily in lines of business which are ad- 
versely affected by the competition of enterprises owned and operated 
by departments and agencies of the Federal Government. 

The subcommittee of the House Armed Services Committee to 
which this statement is addressed has under present consideration a 
proposal that PX stores be permitted to expand their operations by 
the addition of a considerable number of items which are not now 
stocked. 

On behalf of our members, we vigorously oppose this proposal. 

The military exchange stores and commissaries were originally 
authorized to sell items of small personal need and items of “conven- 
jence and necessity” which, presumably, were not to be had easily 
stores near the military posts. 

In 1949, by agreement with taxpaying merchants, the number of 
items to be sold at the PX stores was strictly limited. Retail dry- 
goods merchants estimated the competition at 28 percent. 

But the PX stores have not been content with this limitation. They 
now wish to add men’s and boys’ sport clothes, baby furniture, cloth- 
ing for children from 6 to 12 years old, tires, batteries and other 
things, to a total of an additional 4,000 items, which would make them 
into what the trade calls “junior department stores,” with an esti- 
mated 40 percent competition in the dry-goods field. 

The second Hoover Commission, after a recent exhaustive investi- 
gation of the Business Enterprises of Government, reported : 

The armed services currently operate approximately 450 post exchanges (in- 
cluding branches) in the United States, with sales of approximately $470 million 
and a payroll of $48 million for the 19,780 civilian employees only * * *. 

The size of this enterprise is similar to that of some of the largest retailing 
firms. Although the majority of post exchanges correspond to a neighborhood 
drug store, a considerable number have developed into large retail operations 
with choice stocks of standard brand merchandise comparable to that of a depart- 
ment store. 
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Wall Street Journal, in a report on the PX stores headed “Expansive 
Uncle,” on May 21, 1957, said: 

The Army-Air Force post exchange system’s annual sales top those of such 
retailing giants as F. W. Woolworth Co. and Allied Stores Corp. Its profits, too, 
are king-sized for a retailer; in its last fiscal year, the PX system netted almost 


$46 million, against $34.6 million for Woolworth on slightly lower sales and 
$14.2 million for Allied. 


The Hoover Commission report goes on: 


Post exchanges are intended to be completely self-sustaining, but in reality 
they are not. Their ability to sell at lower prices and still accumulate alleged 
profits results primarily from the indirect subsidy given post exchange opera- 
tions. They do not operate entirely with nonappropriated funds, as they are sup- 
posed to operate, For example, the cost of the salaries and allowances of their 
1,300 military personnel is neither borne by the post exchanges nor reflected 
in their selling prices. The operations are in part tax exempt; this decreases the 
potential tax receipts from private industry. 

These subsidies appear to be contrary to congressional intent, as the exchanges 
were originally authorized to sell items of small personal needs and items of con- 
venience and necessity. The items they sell are available from private stores 
in the localities of their major operations. 

With the further comment that the PX stores may be considered a 
fringe benefit to the military personnel, the Commission’s statement 
concludes that “The post exchanges constitute an indirect subsidy 
from the Government.” 

The Wall Street Journal explains a bit further. It says: 

To military personnel in this country, the PX network sells such varied items 
as gasoline, baby clothes, movie cameras, and small appliances. To overseas 
servicemen, it dispenses nearly everything but automobiles. Most of its wares 
are priced below those in civilian stores. This and the fatness of its profits are 
possible of course because the Government-run units do not have to fret about 
such things as income taxes, fat advertising budgets, big rents, hefty executive 
salaries—or irate stockholders. 

It is the feeling of National Associated Businessmen and of our 
members that Government should get out of competing business in- 
stead of getting further in. 

The same wholly unwarranted tendency to expand rather than 
to curtail competitive operations holds true of the commissary stores 
of the Department of Defense. Established 70 years ago to sell food 
at cost to officers and enlisted men, these commissaries have grown 
over the years until they now constitute a chain food-store operation 
of large dimensions and a problem of unfair Government competi- 
tion with private enterprise that is becoming serious in many parts 
of the country. 

A study recently made for National Associated Businessmen in the 
Southeast reveals typical expansion plans which we believe the Phil- 
bin Subcommittee on Service Exchanges should keep well in mind in 
its considerations of the future operations of PX and commissary 
stores. 

At Fort Jackson, Columbia, S. C., there are 9 grocery supermar- 
kets within 4 miles of the gate of the installation. Another store 
is scheduled to be opened soon within three-quarters of a mile of 
the base. 

The Charleston Navy Yard installation at Charleston, S. C., is 
opened to personnel of Charleston Air Force Base and the United 
States Coast Guard Base. We are told that a commissary has been 
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requested for the Charleston Air Force Base, and that there is a 
good possibility that it will be approved. 

There are eight supermarkets within a mile and a half of the 
Charleston Navy Yard. Three are within 1 mile. 

Donaldson Air Force Base, at Greenville, S. C., is reported to be 
selling bottled sweet milk at a price less than the wholesale price 
which other Greenville merchants pay for milk. At this installa- 
tion there is 1 store within 4 miles of the base, and there are 4 stores 
within 5 miles. 

The United States naval air station at Jacksonville, Fla., one of 
the largest naval bases in the country, has 1 store within 214 
miles, another within 514 miles, and the third within 6 miles. Jack- 
sonville is a large metropolitan area, and there are plenty of retail 
food establishments without the military competition. 

At the United States naval station, Green Cove Springs, Fla., 
there are 2 large supermarkets within 214 miles of the gate. Many 
supermarket firms would be delighted to operate on the base. 

At the Orlando Air Force Base there are 3 supermarkets within 2 
miles of the base. 

In Savannah, Ga., Hunter Air Force Base, there are 2 operations 
within three- -quarters of a mile and 1 withina mile and a half. 

Patrick Air Force Base, at Cocoa, Fla., is the site of the guided 
missile center. There is 1 store within 3 miles and another within 
9 miles of the base—about as close as you can get because of the 
maximum security around the area 

At the Advanced Underseas W. eapon School at the United States 
naval station, Key West, Fla., the commissary is approximately a mile 
and a half from the base. However, there are 5 stores within a mile 
and a half of this base, and another store is only 8 blocks from the 
commissary. 

The West Palm Beach Air Force Base is scheduled to open a com- 
missary soon. This is entirely uncalled for, there are 5 well-supplied 
private supermarkets within 2 miles of this base. 

There is certainly no reason for a commissary to be located at Mac- 
Dill Air Force Base, Tampa, Fla. There are 9 food-distribution 
centers that range in distance from 2 to 4 miles from this major Air 
Force installation. 

At Fort Knox, Ky., there is a supermarket on the reservation which 
is competing with the PX also located on the base. Just at the edge 
of the reservation there is another supermarket. 

At Lake Charles, La., there is 1 store within three-quarters of a 
mile and another within 1 mile of the Air Force base. At England 
Air Force Base in Alexandria, La., there are two within a mile and a 
half. At Barksdale Air Force Base, Shreveport, La., which is the 
2d Air Force Headquarters, there are two more stores within a mile 
and a half of the base. 

National Associated Business finds no excuse for expansion of either 
the commissaries or the PX stores—no excuse, in fact, for most of 
Government’s competition with taxpaying private business. 

For the past 25 years, congressional committees have from time to 
time intensively studied Government’s encroachment into the many 
fields of private enterprise, always with stark amazement that a per- 
sistent bureaucracy has managed to go so far and to spend so much 















3353 


money, and always with the conclusion which was stated a few years 
ago by the Harden subcommittee: 


The Federal Government should get out and keep out of competitive business 
operations. 


In the past few years, there have been serious efforts on the part of 
the Congress and the executive departments to terminate the flagrant 
and quite unnecessary nontaxpaying business operations that Govern- 
ment is carrying on in direct competition with taxpaying companies. 
Several hundred installations of various kinds have been closed and a 
dozen bills now before the Senate and the House proposed the estab- 
lishment of a definite policy that Government shall get out of business 
and stay out. 

The policy stated in S. 1539, introduced in March of this year by 
Senator McClellan, of Arkansas, and now pending before the Senate 
Committee on Government Operations, is as follows: 


Sec. 2. (a) The Congress hereby declares it to be the policy of the Federal 
Government to encourage private competitive enterprise to the maximum extent 
consistent with national security and the public interest. Certain activities 
of the Federal Government involve the production of goods and the rendition of 
services commercially available from private-business enterprises. Such activi- 
ties of the Federal Government unduly weaken private business enterprises, 
and the result in the deprivation of governments at all levels of tax revenues. 
It is, therefore, the purpose of this act to provide for the termination, to the 
maximum extent compatible wih national securiy and the public interest, of 
all business-ype activities engaged in by the Federal Government in the United 
States to the detriment of private-business enterprises. 

(b) It is declared to be the policy of the Congress that the Federal Govern- 
ment shall not engage in business type activities except where it is necessary 
for the Government itself to perform such activities in the public interest or in 
furtherance of national programs and objectives established by statute. 


In his state of the Union message of last January, President 
Eisenhower said: 

The administration will, through future messages either directly from me or 
from heads of departments and agencies, transmit to the Congress specific rec- 
ommendations dealing with such subjects as atomic energy, the furthering of 
public works, and the continued efforts to eliminate Government competition 
with the businesses of taxpaying citizens. 

In opening a recent hearing before the Senate Small Business Com- 
mittee’s Subcommittee on Relations of Business With Government, 
Senator Edward J. Thye, of Minnesota, the chairman, said: 

Our duty, as legislative representatives of a people who believe in a free- 
enterprise economy, is to see that Government participation and competition in 
business is kept to an absolute minimum * * * 

Government enterprises usually pay no interest on their capital investment, 
pay no taxes—-Federal, State, or local—and fail to consider executive payrolls 
as a part of operating expenses * * * 

This committee feels that our national economy and, particularly, the small- 
business Segment of the economy will be strengthened by the elimination of 
every possible Government facility in competition with business. 

At that same Senate Small Business Committee hearing, Budget 
Director Percival Brundage emphasized the high importance of pre- 
venting new commercial enterprises by Government if needs can be 
met by private enterprise. He said that all agencies had been in- 
structed to find out, (1) if the product or service is really needed; 
(2) if private enterprise can furnish it; (3) if private business’s com- 
petitive price is favorable; (4) why it is not in the public interest to 
secure the product or service from private business. 
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We ask that your committee evaluate the proposal to increase the 
number of items sold by the PX stores by answering the Budget 
Bureau’s questions : 

(1) Is the service really needed? The answer must be “No,” be- 
cause taxpaying stores are supplying all of the items under con- 
sideration. 

(2) Can private enterprise furnish it? “Yes”; they are already 
doing so. 

(3) Is competitive business’ price favorable? “Yes;” unless a sub- 
sidy is proposed, and a subsidy would not be in the public interest. 

(4) Is there any reason why it is not in the public interest to secure 
the goods from private business? The answer must be “No.” 

We ask your committee to reject the proposal to expand the PX 
stores and to reject any further proposal that may be made to expand 
the commissaries. 


NATIONAL RETAIL FURNITURE ASSOCIATION, 
Chicago 11, Ill., June 26, 1957. 
Hon. Puiir J. PHILBIN, 
Chairman, Special Committee for Service Exchanges, 
Committee on Armed Services, Washington, D.C. 

Dear Mr. CHAIRMAN: In connection with the public hearings by your Special 
Subcommittee for Service Exchanges, we are bringing to your attention a resolu- 
tion, passed unanimously, by the members of the Fayetteville Retail Furniture 
Dealers Association of Fayetteville, N. C., which states: 

“We, as members of the Fayetteville Retail Furniture Association favor 
operation of military post exchanges on the basis of the 1949 congressional 
ruling, and feel that further expansion beyond this service to the military is 
not in keeping with sound governmental or business practices.” 

The Fayetteville Retail Furniture Dealers Association is made up of 15 major 
furniture stores in the Fayetteville area. They have discussed at great length 
the expanded program of the post exchanges. They have heard that more and 
larger items are being put on sale and they have also been informed of the plans 
to expand into the installment credit field. In their opinion, this is unfair com- 
petition by the Federal Government for tax-free enterprises. 

If at all possible, we would appreciate the resolution quoted above being 
included in the record of the public hearings of your committee. 

Yours sincerely, 

DEREK Brooks, 


Manager, Washington Office. 


VIRGINIA GASOLINE RETAILERS ASSOCIATION, INC., 
Roanoke, Va., June 14, 1957. 
Hon, CARL VINSON, : 
Chairman, House Armed Services Committee, 
House Office Building, Washington, D. C. 

DgAR CONGRESSMAN VINSON: I understand that the House Armed Services Sub- 
committee recently held open hearings for several days to hear proposals from 
the Department of Defense to lift current $5 per product limitation covering 
automobile supplies and accessories sold at post exchanges and ship stores. 

If present limitations are removed, the results would work extreme hardships 
upon many hundreds of small-business men who operate service stations in 
Virginia in close proximity to such outlets. Approximately 18 million gallons 
of gasoline is presently being sold at post exchange and ship stores service sta- 
tions in the coastal area in and around Norfolk, Va., alone. At known ratios, 
this would mean that approximately $1 million in tire and battery sales alone 
would revert to exchange and ship stores service stations instead of going through 
independently owned and operated service stations in the Norfolk area, if this 
limitation is removed. 

This association is unalterably opposed to this proposal by the Department 
of Defense, since we feel that it would discriminate against the small-business 
men of our State in direct violation of the expressed policies of your committee. 
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We respectfully urge your committee to disapprove the adoption of this pro- 
posal by the Department of Defense so that small business may continue to 
make its great contribution to the American economy and to the American 
system of free enterprise. 
Respectfully yours, 
JAMES W. Hetzer, Executive Secretary. 


SUPPLEMENTAL STATEMENT OF THE AMERICAN RETAIL FEDERATION TO THE SPECIAL 
SUBCOMMITTEE ON SERVICE EXCHANGES, HOUSE ARMED SERVICES COMMITTEE 


The current hearings on service exchanges, which were scheduled to discuss 
the addition of certain items to the authorized list of articles which exchanges 
may sell, have shown that there are basic fields of controversy and uncertainty 
which urgently require decisions and clarifications. It is the purpose of this 
statement to discuss these broad fields. The statement will not deal with the 
question of what items should or should not be added to the presently author- 
ized list, since, until the broad questions have been settled by congressional 
authority, such discussion is useless. 

It is, therefore, the urgent desire of the American Retail Federation that the 
House Armed Services Committee, or one of its duly constituted subcommittees, 
study these broad questions in the light of the evidence submitted at the recent 
hearings, and such other evidence as it determines to be necessary to come to 
a full understanding of these problems. 


1. The function of an exchange 

Obviously, there is no agreement between the retail industry, on the one 
hand, and the armed services, on the other, as to the true nature and function of 
an exchange. There is, moreover, no real statement of the intent of Congress as 
to what exactly this function should be. It is not at all conclusive to trace 
the development and history of the exchange from the times of Caesar, through 
the camp followers, sutlers, post traders, and so forth through the first part of 
the present century. Times have changed, and the nature of the armed services 
has changed with them. We no longer have an army which lives partly off 
the country, and from its wagons, as Caesar’s did. Nor do we have in this 
country a frontier guarded by armed posts thoroughly isolated from civilization. 
Coming to more modern times, we do not have in this country, as we did have 
up to the beginning of World War II, a small, professional, Military Establish- 
ment consisting largely of low-paid soldiers and sailors who were making a 
career out of the service. 

What we have now is a Military Establishment consisting for the most part 
of civilians in uniform; men who are fulfilling an obligation to their country to 
serve in the Armed Forces, but who do not, for the most part, intend to make 
a career of the service. 

It is in the light of this present-day situation that the function of the 
exchanges must be studied and determined. 

The Defense Department looks upon the exchanges as a method of pro- 
viding fringe benefits for officers and enlisted men. It desires to change the 
present setup and to have a substantial, solid core of well-trained professionals 
and technicians who will make the service a career. It feels that one of the 
best ways in which this can be accomplished is by the use of the exchanges as 
a source of fringe benefits to encourage reenlistments. 

The retail industry fails to find any congressional authority which authorizes 
the use of exchanges for such a purpose. In 1949, the House Armed Services 
Committee found that the exchanges were designed to “provide a convenient 
and attractive source of items of convenience and comfort and thereby main- 
tain a spirit of community life and high morale.” To the retail industry there 
is nothing in this language to justify the use of the exchange as a method of 
granting fringe benefits: Retailers interpret this language as authorizing 
exchanges to sell small items the purchase of which cannot be delayed. For 
example, there are many items which might be termed as those “of convenience 
and necessity” the purchase of which the average housewife can postpone until 
time is found for a shopping trip downtown; there are some whose purchase 
cannot be deferred. 

It is a distinction of this sort which retailers believe is the true one in 
regard to the items which should and should not be sold in exchanges, If the 
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function of the exchange is to be anything else, the Congress should say so 
in explicit terms, and only after full and open hearings on the subject. 


2. The economics of fringe benefits 

The Defense Department indicates that it believes that the operation of 
exchanges to provide fringe benefits is similar to the discount privilege given 
by retailers to their employees. Such is not the case. In the case of the retail 
discount to employees, the retail employer is sacrificing profit to provide a 
benefit for the employee. Some recent figures show that in department stores 
the retail discount amounts to about 1 percent of sales. The net operating 
profit for the same period averages about 2.75 percent of sales. Thus the 
benefit to the employee was made at the retailer’s expense solely. No other 
retailer suffered, since the chances are the article would have been purchased 
from the employer anyhow. In the case of a sale by the exchange, the sale is 
made at the barest minimum of cost to the Government since the selling price 
covers the cost of the goods, operating expenses, selling expense, and slight 
profit. The only cost to the Government is the salary of the exchange officer, 
and whatever charge might be made to cover the use of the land and building 
occupied by the exchange. However, the sale is made at the expense of the 
nearby retailer selling that item, since it costs him his profit on the lost sale. 

Thus the cost of the fringe benefit given by the retailer to his employee in 
the form of an employee discount is borne by the retailer alone. The cost of 
the fringe benefit furnished by the Government to the officer or enlisted man 
is not borne by the Government (except in a very minor way) but by the 
retailer in the same community. 

The operation of an exchange to provide fringe benefits is more nearly akin 
to the operation of a manufacturer who allows his employees to use his pur- 
chasing department to buy articles not made by him. These fringe benefits 
cost the manufacturer little or nothing; the burden of their cost is on the re- 
tailer who otherwise would have sold the article. Retailers have always opposed 
such operations as uneconomic and destructive of the distributive channels of 
commerce. 

If fringe benefits are to be provided for the armed services, their burden 
should be evenly distributed overall, and not placed solely on the retailers 
who are located close to exchanges. 


3. Interpretation 


The third field in which there was obvious disagreement between the retail 
industry and the exchange services is that of interpretation. Evidence offered 
at the hearings showed clearly that the retail industry places one interpreta- 
tion on the 1949 agreement, and the exchanges place a far different, and more 
liberal, interpretation. There is no need to go into details in this statement, 
since both sides have clearly stated their position. The retail indutsry feels 
that this is a matter of great importance which should be carefully examined 
by the committee for a decision and real clarification. 

Included under the subject of interpretation is the question of an isolated 
exchange. The retail industry has conceded that when a Military Establish- 
ment is located in a truly isolated position there is some justification for in- 
creasing the list of items which may be sold therein. The definition of what 
constitutes isolation, however, has never been satisfactorily established. Dur- 
ing the hearings much evidence was offered which shows that some exchanges 
have been granted what might be termed “isolation privileges’ when the post 
in question was located only a few miles from a town or city which had ample 
retail outlets to supply all of the items being sold at the exchange. 

The retail industry feels strongly that the definition of what constitutes an 
isolated post should not be left solely to the military, but that the committee 
should lay down rules which would serve as a guide, and which could be 
clearly understood both by the services and by retailers. 

To sum up: The retail industry believes that it is time for a complete reevalu- 
tion of the exchange service in the light of present-day conditions, and that this 
reevalution can be done only by a duly constituted committee of the Congress, 
with legislation if necessary. This reevaluation should consider the purpose 
and function which the Congress believes that exchanges should play consider- 
ing the present nature of the Armed Forces, and clear and concise rules should 
be laid down for the operation of such exchanges. 
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SUPPLEMENTARY STATEMENT OF WILLIAM BuRSTON, REPRESENTING THE Na- 
TIONAL Retatt Dry Goops ASssocIATION TO THE Purietin SUBCOMMITTEE ON 
THE Supyect or Post ExcHANGES 






























































The National Retail Dry Goods Association is grateful for the opportunity 
to make an additional statement to the Philbin Subcommittee of the House 
Armed Services Committee on the request of the post exchanges for permission 
to enlarge the number of items in the 1949 “gentlemen’s agreement.” 

It is evident from the remarks of General Parks’ rebuttal of the statements 
made by a number of retailer associations, among them this association, that 
the single purpose of the military in asking for the large list of items is to 
increase the “fringe” or “hidden” benefits now being given servicemen, and that 
these are sought in order to stimulate a higher percentage of reenlistments, 

The military, in effect, are asking to increase the servicemen’s purchasing 
power. 

If it is the judgment of the military that this is needed to keep the service 
men and women of specialized skills and to make it economically attractive for 
them to make careers in the service, that is a decision which the layman would 
be presumptuous to attempt to change. 

This problem is not peculiar to the military. Every enterprise in this coun- 
try, whether public or private, has the same problem. We are all anxious to 
keep key people and to attract more of them. 

Our association is therefore sympathetic to the personnel situation of the 
military, and as citizens we would wish to do all in our power to help find a 
solution. 

We believe, however, that the military’s present proposal for solving their 
problem has the effect of putting upon one segment of the American econ- 
omy—the retailer—the sole burden of paying the fringe benefits the military 
seek. 

It is for this reason that we oppose the enlargement of the 1949 list. We 
oppose it for the further reason that other means are available to the military— 
among them, notably, the Cordiner Committee recommendations—which would 
avoid making only the retailers of this country pay the military’s bill. 

The military’s proposal is an unfair way of accomplishing a good purpose. 
It is also a form of unnecessary and harmful economic discrimination. 

We respectfully suggest to the committee, since the whole question of the 
concept of the PX has been raised at these hearings, that this is now the time 
for Congress—not the military—to decide what should be the fair bounds within 
which the PX should operate. 

Since it is the military who have appealed to the Congress, we believe further 
that the question should now be taken up de novo, establishing once and for 
all either the original principle or reasonably modifying it, and forbidding the 
military from interpreting the principle to permit enlargements of any agreed- 
on list either by extension or the claim of hardship. 

On the subject of fringe benefits General Parks excerpts portions of the 
MeKinsey study for the Cordiner Committee. This report is quoted to show 
that the serviceman receives 18.7 percent in fringe benefits or about $684 addi- 
tional purchasing power yearly, while the average man in industry receives 
20.3 percent or $819 additional purchasing power yearly. 

Assuming the correctness of these figures—and we have no reason to dis- 
believe them—we believe that further analysis will show that the fringe benefits 
attributed to the military are actually higher than the figures given. 

It is clear from the record that the military are interested in keeping the 
professionals among the servicemen, be they noncommissioned technicians or 
commissioned officers. Our Armed Forces are largely civilian armed forces. 
The normal proportion between noncoms and commissioned personnel is 80 to 20 
percent. 

But if we should add to the commissioned personnel the technicians in the 
noncom ranks—and our figure is obtained on good authority—the proportion 
of civilian to professional personnel in the Armed Forces becomes 65 to 35 
percent. 

The military may have an analysis of the purchases in the PX’s of the 
civilian in the armed service compared with the professional. This would 
make interesting reading. We have had to approximate this from queries we 
have made among former civilian armed personnel and former professionals. 
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It is our information that the largest percentage of nonconvenience and non- 
necessity items are made by the professionals in the armed services and not 
by the civilians. The latter, of course, may occasionally buy a camera. But 
that item aside, it is the professional who buys the white shirts, the cuff links, 
the blankets and sheets and pillowcases, the vacuum cleaners and electric fans, 
the clothing for active sports, the garden tools. 

It will again be largely the professional who will buy the typewriters, the 
electric blankets, the coffeemakers, the power tools, the lawn mowers, the sports 
coats—all now either in the requested list or in the old list but with requested 
higher retail price limits. 

It will, of course, happen—and many times, no doubt—that the civilian will 
buy the items listed. But the percentage of incidence of purchase will be made 
by the professional in the armed services—noncom or commissioned. 

If this is the case—and we believe it to be the case, based on our own in- 
quiries—what becomes of the 18.7 percent fringe benefits reported in the McKinsey 
study, and which was unfavorable with the all-industry benefit of 20.3 percent? 

It is evident to us—merely from the figures given in General Parks’ state- 
ment, of course—that the servicemen’s fringe benefits were spread over the 
entire number of people in the armed services. Hence the lower figure. 

If the benefits are now figured on the smaller number who mainly benefit 
from the PX’s, the fringe benefits for the professionals in the armed services 
would certainly be much higher than that for the average man in industry. 

We have spent so much time on this point in the general’s statement not so 
much because we felt it material to the issue than because the military brought 
it in to justify increasing the number of PX items. We feel that that kind 
of justification is unnecessary and tends to obscure the main issue, which is: 
Why should the retailers of the country be the only ones in our economy to bear 
the brunt of these benefits? 

General Parks’ statement makes much of the fact that the PX’s are not the 
only competitors of the retailer. A longish quotation from E. B. Weiss is given, 
which cites six forms of competition which threaten all retailers today. 

Are we to conclude from this recital that since the retailer is already beset 
by six serious forms of competition that the military are justified in adding 
one more? The more the merrier? 

The committee need hardly be told that most forms of competition with which 
the retailer has to contend are private businesses. They must show a profit or 
go under. In a competition among profitmakers, the retailer will always take 
his chance. 

It need hardly be repeated that the PX’s don’t make a profit, in our sense 
of the word. The Government pays their light, heat, and power, for most of 
their supervisory staff, their rent, and other expenses. Their retail prices do 
not reflect their actual costs of doing business. If they did the retailer would 
be less concerned. Citation by the military of these other forms of competition 
with the retailer is therefore not pertinent to the issue before this committee. 

The point was made during the hearings and commented on several times 
that the retailer himself is the giver of “fringe” benefits when he gives his em- 
ployees a discount on their purchases in the store. Why then shouldn’t the 
military be permitted to give their “employees” a like “fringe” benefit? 

The analogy is inexact. The business of the retailer is to make a profit. The 
business of the serviceman is to serve his period in the service. The retailer’s 
discount to his employees is a reduction of his profit. If the military are to 
follow an exact analogy, their “fringe” benefits should be a reduction in the 
serviceman’s period of service. We're not saying that this should be done; we're 
just pointing out an illogical analogy. 

The military declares that the local retailers benefit from the location of the 
camps. This is definitely true. The retailers benefit because they provide an 
economic service. But the military cites this fact in compensation for their 
competing with the retailer. If the retailer does perform an economic service 
is there any- reason why the military should try to make it unprofitable? 

This association has no brief for the chiseling retailer. If there is gouging 
we favor prompt action by the local legal authorities, because such practices 
hurt the deecnt and fair-pricing retailer. 

General Parks makes much in this statement of the fact that the total volume 
of PX business is a drop in the bucket compared with the total retail volume 
in the United States. His figure of 0.00269 is indeed a very small one. 

But again, we believe that the miiltary are not making a true comparison. 
The comparison should be not with total United States volume but with the 
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volume done in the areas in which the PX’s operate. When this is done—and 
we believe this is a more realistic use of the figures—the percentage of the 
PX’s “take” of the retail business becomes a significant figure indeed. 

We unfortunately do not have the individual volume of the PX’s in this 
country. But we can approximate any one with fair accuracy. Retailers visit 
the PX’s as they visit other retail shops. By evaluating the size of the store, 
the activity on the floor, the relative profit margin on the merchandise sold, our 
merchants can arrive at a close approximation of PX sales. Besides, we get an 
idea too from the vendors who sell the PX’s, for they are also our vendors. 

Thus figured, the volume impact of the PX’s upon their trading area—the true 
measure of the PX’s share of the local volume—becomes not the minute two 
hundred and sixty-nine thousandths of 1 percent but as much as 7 percent of 
the entire trading area’s volume. In some cases the figure is estimated as 
high as 12 percent. 

Not a single retailer, however big he may be, accounts for that much volume 
in his trading area, to our knowledge. And the further away from the eastern 
seaboard the PX is located—away from the density of population—the larger 
looms the PX in the local trading area. 

We have given the committee only the figures for the entire trading area and 
for the total retail business in that area. Included in this volume is the 
business done by filling stations and dry cleaners and shoe repair stores. 

When we figure the PX volume in comparison with that of retailers carrying 
the same merchandise or approximately the same merchandise or who include 
in their total assortment the items the PX offers, the impact of the PX on the 
retailers with whom it is specifically competing again. becomes not the minute 
0.00269 percent but 28 percent; 28 percent of all the volume done by department 
and variety stores may be done by one or a combination of PX’s in a single 
trading area. 

We would be prepared to give the committee the precise details of our figures, 
but the committee is aware—and Congressman Lennon underscored this at one 
of the hearings—that if we named the areas, the retailers would be subject to 
the same kinds of retaliation which make recollection of 1949 unpleasant. 

General Parks takes issue with the estimate this association gave of the 
real number of items which would be involved if the 1949 list was enlarged. 

In our statement we estimated the number at 4,005. General Parks refutes 
this figure with his own—and without further substantiation—448. 

The committee will remember that in submitting our figures I said they were 
my own estimate, and that they were hurriedly prepared. Since then we have 
had an opportunity to check them with experts among our members. The new 
analysis is appended to this statement. 

It will be seen at once that my estimate was much too conservative. Our 
experts raise the number of items to 7,440. In this new estimate our people 
have given due allowance for colors and sizes and fabrics, but they have also 
realistically balanced one against the other in order to arrive at a figure which 
any merchant would accept as reasonable and realistic. 

I trust the committee will forgive my stressing that the number given is for 
items, not stock. The PX would have to buy one or more pieces of each. There- 
fore, the number of pieces, in one PX, depending on its size, could be as few as 
22,000 or as many as 110,000. This would obviously involve an investment of 
millions of dollars to cover all PX’s. 

We indicated in our first statement that the PX’s had their origin in the 
last war. We're grateful for being set right in General Parks’ statement. 
What we intended to convey was that the type of PX, the variety of its mer- 
chandise, had radically changed during the last war. 

We were for such PX’s during the war. We were not prepared for their con- 
tinuation after the war on a full-war basis. We recognize that world events 
made the reduction of our forces impossible. Hence the services for these forces 
had to be continued. 

But what kind of services? And isn’t this the key to our discussion? 

In 1895 the general order which first established the PX’s as we know them 
authorized the carrying of “articles for ordinary use, wear and consumption.” 

In 1948, General Order 210-65 changed the PX purpose to read: “to provide 
articles of necessity and convenience not supplied by the Government.” 

We find the present purpose of the PX to be: “The purpose is to provide a 
convenient and reliable source from which authorized patrons may obtain, at the 
lowest practicable cost, articles and services required for their well-being and 
contentment.” 
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The “fringe” benefit idea has been worked into the fabric of the regulation. 

What the hearings brought out vividly was that the military may interpret the 
regulations in pretty much any way that serves their purpose best. By claiming 
“hardship,” as was done in the matter of the sale of tires at Fort Bragg, the 
military can add any item it desires without asking either the Congress or the 
retailer. 

We say therefore with Mr. Bray of this committee: “I just wonder why we 
are having this hearing.” 

If such is the case, there is no reason why the retailer should be invited to his 
own hanging. If the military, by logical extension, can go into the sale of 
children’s clothing because originally “infants clothing” had been agreed to, 
there is no need for asking the retailer to discuss the matter. 

The intervention of this committee was sought in 1949 to curb very serious 
abuses. The sole target then as now was the retailer. We see now that the 
1949 “gentlemen’s agreement” possessed, unknown to us, a flexibility of interpre- 
tation by the military which in effect could violate it any time the military wished 
to make an interpretation. 

If the military can do with retail items what it deems best, then it is time that 
the Congress step in and establish principles upon which all should agree, and 
regulations which should not really be so elastic as to make observance a one- 
sided mockery. 

We come therefore to our central theme, gentlemen. Where is the PX headed? 
Why should the military be permitted to jeopardize the economic life of the tax- 
paying retailer in every community in which a PX is located? Why should not 
other means be found for accomplishing the military’s objective: the keeping of 
its professiona's in the service and attracting more of them? Why should this 
be done—and be gravely aggravated by the enlarged list—at the expense solely 
of the retailer? 

Our association therefore urges that this committee: 

Decline the military’s request for the extension of the items in the 1949 
agreement ; 

That the items in this agreement be limited entirely to the PX’s in those areas 
in this country so located as to be at too great a distance from either a city or 
town; 

That in all other sections of the country, the PX’s be required to reduce their 
lists, as promptly as practicable, to those items of “necessity and convenience” 
as stipulated to the military in 19438. 

Thank you. 

APPENDIX 


Forecast of actual items PX’s would be involved in if permitted to extend present 
1949 list 
models and styles ela ne a deere eeienenereeintes iat 





Ty per riter Ss: 





Cobmamaiere.” Sp ao en Re A Pe AE, AR ERTIES eS REDS A. ei ge a eaeateaianeen 4 
crn cbet ei-erk te cere at teh Serpe errr + <p myer se annpmonneernern may warmer rye 4 
Shirts, white: 23 sizes and sleeve lengths, ee 46 
ns gens saciggetineoen canines sameeingeeeepioct omrurntnrecinreve—araneetemeeape— 2 
IRE a AIRS SIS SR OI eg i tin 28. el ft lat 4 
a int ehapmnaiiine eomemarenamanetneons 3 
i a To emsieeaneumnseare oepanes-nenteenmous 2 
Plastic dinnerware: 3 brands, 3 prices a le 9 
Earthenware dinnerware: 3 brands, 3 prices_..___._-.-______-__-___- 9 
een ennstbarienemnngr ememngusn aneeapepyeere> 45 
activa cna mes nienmnneraeenanantaiecanhtrnanenee 9 
I a eis a nner nnsrcinnseterearerenageapspeperetipanemsipeen 9 
i isd saliesbsapeiictipeabenehiee apismeapenpicubnesincnineniny 12 
a sl ce Sisal Silas mich amenseiineinign ter 3 
Men’s sport coats: 6 sizes, 3 models, 6 colors and fabrics, 3 prices_______- 21, 022 
Children’s clothing: 3 age groups: 
Dresses : 5 sizes, 12 styles, 9 colors, 3 prices_.._......__..___._._.___-_- 72,430 
Shirts : 7 sizes, 2 styles, 2 pric Nee en sieaiicmeoinniiniogies 28 
Blouses : 5 sizes, 5 styles, 5 colors, 2 prices_._..._.._____...-..---__- *375 
Gloves: 4 sizes, 12 styles, 5 colors, 4 prices SO ee ee 7480 
Shoes: 4 sizes, 5 styles, 5 colors, 3 prices_..-_.___----___-___.____ 7150 


See footnote at end of table. 
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Forecast. of actual items PX’s would be involved in if permitted to extend present 
1949 list—Continued 


Boys’ sport coats : § sizes, 3 models, 6 colors and fabrics, 3 prices._____-_~- * 432 
Baby furniture: 20 items, 2 styles, 2 prices 
Batteries 


1 All these items have already been reduced by one-half because not every style would be 
stocked in every size and fabric. 


SUPPLEMENTAL STATEMENT ON BEHALF OF THE NATIONAL TIRE DEALERS AND 
RETREADERS ASSOCIATION, INC. 


The testimony given by the representatives of armed service exchanges before 
this committee has changed the entire complexion of the problem presented to 
us. No longer are we discussing remoteness, convenience or necessity as the 
basis for adding tires to the authorized PX selling list. This proposal is now 
based on so-called fringe benefits for the military. This is a radical departure 
from what was considered to be the original intention of the House Armed 
Services Committee. The present Department of Defense plan calls for authori- 
zation to sell tires in 365 post exchanges and ship service establishments from 
coast to coast, in metropolitan areas and in small communities as well as ina 
few less accessible installations. The National Tire Dealers and Retreaders 
Association has acted in good faith in its dealings with the various representa- 
tives of the Armed Forces in endeavoring to meet the requirements of today’s 
serviceman. 

With the Department of Defense’s change in the basis for seeking authoriza- 
tion to sell tires, tubes, batteries and retreading, has come another sincere effort 
on our part to reevaluate the entire problem. The results of our research and 
reevaluation are startling, to say the least. 

The Department of Defense has submitted three different sets of figures on 
the current and projected sales of tires on the PX’s during these hearings. In 
earlier testimony it was brought to light that approximately 66,000 tires were 
sold in a few limited establishments in the United States in 1956. Then in a 
subsequent testimony, the Defense Department said that the post exchange sells 
an average of 128 tires per month. (If this is an average of sales of 95 PX’s 
then the 12-month total would be 145,920.) 

As if this wasn’t confusing enough, we now find the Defense Department say- 
ing that they will sell only 40,284 tires in 1957. This is based on reported sales of 
10,071 tires for the first 3 months of this year. It is common knowledge that 
January, February and March account for only 16 percent of sales in the tire 
industry, so the basic method of computation by the Department of Defense, 
which shows a sharp drop from either of the earlier figures, is invalid. 

Before pursuing these statistical gymnastics by the Defense Department fur- 
ther, let us look at another error of commission. In an earlier statement, it 
was said by General Parks that the post exchange “has been authorized to sell 
tires, tubes and batteries since October 3, 1950.” Yet in a later statement put 
into the record, there are four Marine Corps PX’s listed as authorized to sell 
tires since 1949. 

At this point, we find it hard to choose between fact and fiction. In order 
to present this committee with a clearer picture of the problem, this association 
has done some research and computations regarding the potential sales volume 
of the armed services exchanges in tires. We have checked and doublechecked 
our figures. Let us look, first, at the Defense Department report that 66,000 
tires were sold in a limited number of establishments in 1956. It was reported 
by the Defense Department that the buying price is approximately $15 and 
with a customary markup, this should make the selling price of these tires 
approximately $18, exclusive of Federal excise tax. These figures, put together, 
bring a total volume of $1,188,000 in the tire business in 1956. Comparing these 
figures to the Federal Trade Commission’s economic study of the tire industry 
made in 1947, this makes the armed services exchanges one of the 64 largest 
tire accounts in the United States today. This puts the armed services ex- 
changes in company with such mass movers of merchandise as Standard Oil 
Co., Montgomery Ward, Western Auto Supply, and Sears, Roebuck & Co. 

Now, let us look at what the picture would be if the armed services are granted 
permission to sell tires, tubes, batteries, and retreads through all the post 
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exchanges. Already big business, such an addition to all PX’s would set them 
up as one of the Nation’s really large tire accounts. Here, the figures speak 
very well for themselves. 

The Defense Department estimates that there are 997,955 vehicles in the 
hands of some 1,942,000 service personnel (United States census figures). This 
means that 51 percent of the military own and operate their own vehicles. This 
is a much higher ratio than the 31 percent of the civilian population who own 
and operate passenger vehicles. There can be no doubt that this military market 
is important and, by all measurements, a tremendous market, particularly when 
you consider this military market is about 2 percent of all the passenger cars 
in the United States. 

Using the 997,955 vehicles and the industry figures of 1.1 tires per vehicle as 
the basis for estimating, the projected market, according to our computation, 
is 1,097,750 tires per year. 

The Defense Department now says that the average PX selling price for tires 
in 1957 is $22 per tire. Using this new figure of $22 per tire and this potential 
market in 365 PX’s, the dollar volume becomes a staggering $24,150,500. 

The current PX selling price of $22 per unit is $5.53 below the estimated 
national average retail selling price of $27.53, according to recent Shell Oil 
Co. figures. 

Of the present 95 PX’s selling tires on a basis of “hardship, convenience, and 
necessity,” at least 31 are recognized as being located in the top 200 marketing 
areas (by population) in the United States (Sales Management magazine, survey 
of Buying Power, May 1957). This figure does not include many areas where 
there are sufficient facilities to accommodate military tire needs. Obviously, 
the permission to grant 95 deviations has not been made solely on the basis of 
hardship, convenience, and necessity. 

If the military is granted the privilege of selling tires in all PX’s, it must 
be remembered that the $24 million potential sales will not come from the 
whole of the United States, but just from those posts where there are military 
establishments. The impact on the economic stability of these communities 
will be very heavy—with the tire dealer in a completely vulnerable position— 
many facing business failure. 

Some attention should be given the estimates of projected sales as prepared 
by the Department of Defense. 

The Defense Department says that it will sell about 40,284 tires in 95 PX’s 
this year. The Pentagon estimates that 84,500 tires will be sold in 365 PX’s. 

With the price advantages to be realized from the proposed new program, 
anyone who understands the tire industry will tell you that this is a completely 
unrealistic figure. 

If the reason for wanting the privilege of selling tires is to give a so-called 
fringe benefit to the military, then it foliows that the military will promote and 
merchandise the sale of tires to the armed services as a fringe benefit. When 
this is done, the estimated figure of 84,500 tires will be dwarfed by the actual 
sales. 

With a market potential of $24,150,500, and with the Government practice 
of buying in volume at lowest prices, it can be readily expected that there 
will be a central buying plan established directly with a tire manufacturer. 
At the very least, the PX’s can be expected to follow their current pattern of 
buying most of their tires directly from the tire manufacturers or factory 
outlets. Buying either through central buying office or directly from factory 
outlet will reduce the buying price and add another reason for regarding the 
Pentagon’s 84,500 tires as completely unrealistic. 

There is no reason to assume that the 84,500 tires will be any more correct 
or a final true estimate than the 3 different sets of figures submitted to date 
by the Department of Defense. 

Not only would a volume of $24,150,500 be a major factor in the tire busi- 
ness in the United States, but a volume of even half that amount would put 
the armed Service exchanges in company with only a handful of other ac- 
counts capable of that volume. Referring again to the Federal Trade Com- 
mission figures of 1947, there were only 9 purchasers of tires in this country 
who bought more than $5 million and less than $25 million. As a matter of 
fact, there were only a total of 2 purchasers who bought more than $25 million. 
Unlike the PX sales estimates, these figures include truck tires as well as 
passenger tires. 

It is interesting to note that the economic figures of the Federal Trade Com- 
mission which were gathered in connection with the Quantity Limit case 
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showed that there were only 63 tire accounts doing more than $600,000 per 
year. (The armed services current sales volume, according to the Defense 
Department figures, would make the number 64.) The Federal Trade Com- 
mission, in their presentation in the Quantity Limit case, contended that these 
were so few as to be promotive of monopoly and would destroy competition. 
The PX’s which are already big business would, under the Defense Depart- 
ment proposal, have purchasing power equal to only 2 or 3 other tire accounts 
in the United States. 

With the buying power of a volume represented by the armed services 
exchanges, no retailer could possibly compete in a business as competitive as 
the tire business. The PX’s would quickly become a mecca for automotive 
supplies that would systematically suffocate all who tried to stand up against 
them. The addition of complete service facilities could be quickly expected. 
The problem of extended credit would not remain for long. Just as the com- 
plexion of the PX has changed since the hearings of 1949, so it can be expected 
to be changed (even more radically) in the next 8 years. 

It has been said that the addition of the requested items would not alter 
the national retail sales picture very considerably. This may or may not be 
true. We are concerned with the position of the tire dealer in today’s market. 
We find that if the post exchanges were allowed to sell all the passenger 
tires that are for sale in a year’s time in the United States and deny this 
opportunity to every service station, tire dealer, car agent, and any other 
outlet for tires, that it would only alter the national retail sales picture by a 
mere 0.7 percent. Obviously, 0.7 percent is not a very impressive figure on 
a national scale. But it would certainly be an all-important figure to the tire 
dealer, service station, car agent, or other outlets for tires. Certainly, the 
distress, the loss, the relocation, the business failures that would be prompted 
if such a change could conceivably take place would be a serious threat to the 
Nation’s economy, to its defense arsenal, and to the very transportation system 
of the Nation itself. Such a comparison by the Department of Defense with a 
national figure of such magnitude as $195 billion in retail sales hardly seems 
worthy of presentation to this committee. 

Now what about fringe benefits? It is interesting that the military introduced 
the idea of fringe benefits as the reason for selling tires in the armed service 
exchanges after conferences between the National Tire Dealers & Retreaders 
Association and the Pentagon failed to produce a compromise. At these con- 
ferences, the military stressed the need for selling tires because of “convenience, 
necessity, and remoteness.” They did not say they wanted to sell tires because 
it would be a fringe benefit to the serviceman. We question that a serviceman 
would stay in the military service for the savings to be accumulated on 25 cents 
per month. Yet the Defense Department says that their “modest expension will 
increase our sales in the exchanges by not more than 25 cents per authorized 
patron per month.” It is most doubtful that a soldier, sailor, or marine would 
remain in the military service for a total fringe benefit of savings accumu- 
lated on $3 per year. 

Our own figures for tire sales, arrived at by simple arithmetic, show that a 
serviceman could save $0.46 per month or $5.53 per year based on current 
selling price of tires in PX’s; that is, if we take the last figure given by the 
Department of Defense of $22 per tire against the national retail figure of Shell 
Oil Co. of $27.53 per tire. Obviously this is not a factor in keeping men in the 
service but would be a factor in increasing PX sales because of lower buying price. 
The facts are: If the PX’s can buy at a lower price, they can sell at a lower 
price. 'If they can sell at a lower price, they can get the military personnel 
to buy at the PX’s. The price tag of this unfair competition could be over 
$24 million. 

The problem of fringe benefits has come to be discussed in the Same manner 
as we discuss our parents or maybe even our church. No one. will speak up 
against fringe benefits since they might be interpreted as being opposed to 
helping the serviceman. We are for the serviceman—yet more—we are for 
the basic principles of our free enterprise system. We seek to preserve the sys- 
tem where fair competition brings the best products at the lowest prices. 

The preamble of the Constitution of the United States says this Government 
was formed to “promote the general welfare.” Direct competition by the Gov- 
ernment which threatens the very survival of a segment of the tire industry 
ean hardly be reconciled with promoting the general welfare. 

The Bureau of the Budget has set forth the policy of this administration dat- 
ing from February 15, 1955, when it said: 
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“It is the general policy of the administration that the Federal.Government 
will not start or carry on any commercial activities to provide a service or 
product if such product or service can be procured from private enterprise or 
ordinary business channels, Exceptions to this policy shall be made by the 
head of an agency only where it is clearly demonstrated in each case that it is 
not of interest to procure such product or service from private enterprise.” 

Would the general public benefit by this particular defense request? No one 
can benefit and survival is doubtful when competition of the type proposed by 
the armed service exchanges is predicated on their ability to sell at a lower 
price. There is one record after another to show where stations now selling 
tires have gone as far as 500 miles to buy from factories and even hardware 
jobbers, completely isolating those businessmen who have set themselves up in 
a community to do business with the military personnel. 

We have encountered during these hearings a fear on the part of some 
dealers to express open opposition to this Defense Department proposal. Tele- 
phone conversations with nothing in the written record to bring the facts to 
light reflect this fear on the part of local retailers of being blacklisted by the 
station commander. The military says this is untrue—we could prove this if 
our people were not afraid that they would be blacklisted. 

The tire dealer and retreader plays an important part in the defense of this 
Nation. During World War II, the independent tire dealer-retreader played 
an extremely important role in keeping wheels rolling across the Nation. Trucks, 
defense workers, vital industry, even the military itself, depended upon his 
knowledge, his know-how and his services. Transportation is even more vital 
today. it would be sheer irony to have the Pentagon be instrumental in de- 
stroying one of its greatest resources in order to provide so-called fringe bene- 


















We have no thought of trying to belittle the problems of other retail groups 
in their dealings with this PX controversy. To the contrary, we are convinced 
that the concessions made by these groups constitute a real sacrifice to both 
principle and problem. However, we wish to emphasize that unlike these groups, 
the tire dealers find themselves faced with a proposal by the military to add 
tires, tubes, batteries, and retreading and increasing the accessory limit which 
represents not a fractional part but all of their business. Tire dealers have 
nothing else to sell to cover the losses that have been recommended for them. To 
date this fact has not been brought to light. What we are discussing here is the 
very lifeblood of the tire dealer. We are not talking about part of his busi- 
ness but his complete stake in business. 

Hundreds of thousands of words of protestations by leaders of both political 
parties that the Government should get out of business unless it was in the 
public interest have been spoken and written. Even so, as representatives of 
small-business men, we have sought very diligently, very sincerely to see that 
whatever the Government felt was best for the servicemen might possibly be 
accomplished. Now with the startling realization of $24,150,000 potential tire- 
sales volume through 365 PX’s, many tire dealers are faced with the possibility 
of severe loss, relocation, and even business failure. 

Where do small-business men turn for help? Have we reached the point 
where the armed services are not the defender but the destroyer? We fervently 
hope that this committee will reject this proposal. It is not in the public 


interest. 


























THE RUBBER MANUFACTURERS ASSOCIATION, INC., 
Washington, D.C., May 17, 1957. 


Subject: Sales to armed services’ exchange for resale. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington, D. 0. 

DEAR MR.. VINSON: Thank you very much for your May 4 letter in which 
you so clearly outline your committee’s endeavor to arrive at a logical and fair 
conclusion respecting the Department of Defense recommendation that tires 
and inner tubes be made available through armed services exchanges to author- 


ized purchasers. 

We have obtained from the National Tire Dealers & Retreaders Association 
a copy of the statement of tire sales at the 95 separate armed services’ installa- 
tions and have sent it, with a copy of your communication, to all tire and 
inner tube manufacturers for their information. 
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At this time, I should like to file with you the accompanying revised list of 
tire and inner tube manufacturers who have expressed either approval or dis- 
approval of the Department of Defense recommendation. Will you please sub- 
stitute this for the list which accompanied our May 3 letter. 

Very truly yours, 
GEORGE FLINT, 
Chairman, The Manufacturers Division. 


SALES oF TIRES AND INNER TuBES TO ARMED SERVICES EXCHANGES FOR RESALE 


NOT IN FAVOR 


Tire manufacturers : 
Armstrong Rubber Co. 
Cooper Tire & Rubber Co. 
Corduroy Rubber Co. 
Dunlop Tire & Rubber Corp. 
Firestone Tire & Rubber Co. 
Gates Rubber Co. 
General Tire & Rubber Co. 
The B. F. Goodrich Co. 
Goodyear Tire & Rubber Co. 
Kelly-Springfield Tire Co. 
Lee Rubber & Tire Corp.’ 
McCreary Tire & Rubber Co. 
Mohawk Rubber Co. 
Frank G. Schenuit Rubber Co. 
Seiberling Rubber Co. 
United States Rubber Co. 
Tube manufacturers: 
Carlisle tire and rubber division of Carlisle Corp. 
Cupples Co. 
Durkee-Atwood Co. 
Polson Rubber Co. 
Robbins Tire & Rubber Co. 


IN FAVOR 
Tire manufacturers: 

Dayton Rubber Co. 

Denman Rubber Manufacturing Co. 


NO RESPONSE 


Tire manufacturers: 
Armstrong Tire & Rubber Co. 
Armstrong Rubber Manufacturing Co. 
Mansfield Tire & Rubber Co. 


INDEFINITE 


Pacific Tire & Rubber Co. 


RetarL GasoLrne Deaters’ AssocraTion, INC., 
Washington, D. C., May 13, 1957. 


Hon. CARL VINSON, 
Chairman, House Armed Services Committee, 
House Office Building, Washington, D. OC. 
Deak CONGRESSMAN VINSON: We should like to present our views on the un- 
reconciled items included in the Department of Defense recommendations, af- 
fecting Armed Forces exchanges, now being considered by the appropriate sub- 


committee. We respectfully request that this statement be referred to that 
committee and be made a part of the record. 


It is our understanding that among these recommendations is a proposal to 


set aside the presently prescribed limit of $5 on any automotive supplies or 
accessories. 


2 On domestic business only. 
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We are unalterably opposed to any lifting of the present limitation. 

We are fully aware of the establishment of the exchanges by the Secretary 
of War, under authority of congressional enactments, on July 25, 1895. We 
are equally aware of the logic and original intent of the Congress in granting 
this authority. We endorse and support the purpose for which these facilities 
were established for the convenience of our military personel. 

We are also aware of the decision of the United States Supreme Court— 
Standard Oil Company of California v. Johnson (316 U. 8S. 483, 86 L. Ed. 1615) 
which held, in part: 

“We conclude that post exchanges as now operated are arms of the Govern- 
ment deemed by it essential for the performance of governmental functions. 
They are integral parts of the War Department, share in fulfilling the duties 
entrusted to it, and partake of whether immunities it may have under the Con- 
stitution and Federal statutes. * * *” 

We recognize and accept the statutes of the armed services exchanges. We 
do not deny the absolute necessity of these facilities in keeping with the original 
intent of the Congress. 

We appreciate the outstanding performance of these services during the war 
period. 

Notwithstanding, it was necessary for your committee to hold exhaustive 
hearings in 1949 for the express purpose of deemphasizing the tremendous ex- 
pansion of the exchanges in response to demands of small-businessmen through- 
out the Nation. The subsequent regulations issued by the Department of the 
Army and Air Force, July 24, 1952, did, in our judgment, give the small-busi- 
ness men the protection from armed services exchange competition he is entitled 
to and gave the exchanges sufficient latitude to perform the function which 
Congress expressly intended. 

For some years, the exchanges have performed a highly satisfactory service 
for the Armed Forces and have offered a measure of protection to private busi- 
ness—under existing regulations. 

Now the Congress is being asked to radically revise these regulations to ex- 
tend greater financial benefits to the Armed Forces through expanded exchange 
services. Such action would deprive the private businessman of a substantial 
portion of his traditional business volume. 

We have been told that the primary reason for the granting of this and other 
requests to expand the exchange services is that our Armed Forces must have 
greater financial return, including fringe benefits, similar to benefits offered 
civilian employees. If the Armed Forces are to be compared to civilian em- 
ployees, we certainly agree they should be entitled to similar fringe benefits. 

May we point out that whenever these fringe benefits are made available they 
should be paid for by the employer—the Federal Government—and not by any 
one segment of our society—in this case, the merchants and small-business men 
adjacent to the military and naval establishments. 

May we auote briefly from a communication from Rear Adm. R. J. Arnold to 
Senator John Sparkman dated March 4, 1957: 

“The naval security station, as its name implies, is a high-security activity 
to which a very considerable number of military personnel are attached. These 
personnel are composed primarily of technical ratings whose retention as career 
men is currently a critical military problem since the services cannot approach 
the monetary incentives offered by industry to these categories of personnel. 

“Therefore, we strive in every way, consistent with law and regulation, to 
maintain and create conditions favorable to high morale and service satisfaction. 
Because of high-rental conditions in the area adjacent to the activity, the great 
majority of the personnel commute from other areas, many traveling distances 
of from 25 to 75 miles each day by personal conveyance. Consequently, an ex- 
change gas station can save them money in a portion of their budget that is of 
particular significance. * * *” 

This is quoted from a letter attempting to explain why the Department had 
authorized an automotive service station at Ward Circle and Massachusetts 
Avenue NW., Washington, D. C., in the heart of the Capital’s finest residential 
section. The new facility will be competing with over 1,000 private service 
stations in Greater Washington. 

There are those who contend that setting aside these exchange limitations will 
not unduly affect the private business because the business volume would not 
be too substantial. 

It may be well to nail down this argument with some fairly accurate statistics. 
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There are 12 exchange automotive facilities in the Greater Washington market- 
ing area. Tax collection figures for five of these facilities in the District of Co- 
lumbia reveal that gasoline sales increased from 1,341,849 gallons in 1953 to 
1,821,285 gallons in 1956, an increase of 35.7 percent. Meanwhile, civilian gal- 
lonage consumption in the District of Columbia has dropped every year since 
1953, despite national consumption increase during the same period. 

We are advised that the Department of Defense has authorized 95 exchanges 
to set aside the existing limitation, with the result that in the first 3 months of 
1957, a total of 10,071 tires and 4,640 batteries were sold at these exchanges. 
Our information is to the effect that these sales totaled approximately $300,000. 

It is our understanding that the Department may, upon the establishment 
of certain facts, grant a particular exchange permission to set aside certain 
limitations. In part, the fact must be established that the Armed Forces’ 
facility is isolated to such an extent that the procurement of the products in 
question through normal private business channels would cause a hardship 
upon the military personnel. 

This condition may very well apply to some of the facilities mentioned above. 
We must, however, question this condition at Fort Bragg, Fayeteville, N. C., 
with over 100 automotive service stations and tire dealers in the immediate 
vicinity of Fort Bragg. Fort Benning, Ga., Camp Pendleton, Calif., and Aberdeen 
Proving Grounds, Md., are other examples at which we know that more than 
adequate private tire dealers and service stations are available. 

Take an example closer to home, where these limits have been set aside— 
Andrews Air Force Base—located just across the Southeast District line. Here 
is a military post with many automotive service stations and tire dealers within 
a stone’s throw of the post. Yet, 246 tires and 81 batteries were sold at Andrews 
Air Force Base during the first 5 months of 1957. 

What actually happens is that service personnel purchase these products 
at the exchanges at prices below the service station’s wholesale cost, then request 
the service station to install the product at no charge. 

We are not in a position to estimate what the loss in business volume would 
be to the Nation’s service stations if these limitations are set aside. On the basis 
of known statistics for the metropolitan marketing area, lifting of the $5 limi- 
tation on automotive products and accessories would deprive our tire dealers 
and service stations of approximately $350,000 to $400,000 annually. We sug- 
gest that the committee carefully consider these pertinent facts in acting upon 
the recommendation of the Department of Defense to set aside present limitations. 

We respectfully request the committee to reject any such proposal to the end 
that the merchant and businessman adjacent to military establishments will 
not suffer the loss of substantial business volumes or be placed in jeopardy 
through unjust governmental competition. 

Yours very truly, 
Horace WALKER, Herecutive Director. 


NATIONAL RETAIL FURNITURE ASSOCIATION, 
Washington, D. C., April 15, 1957. 
Mr. Rogsert W. SMART, 
Chief Counsel, 
House Armed Services Committee, 
House of Representatives, Washington , D. C. 


DEAR Mr. Smart: The purpose of this letter is to record the views of the 
members of the National Retail Furniture Association in connection with the 
current proposal to add items of baby furniture to the authorized list of merchan- 
dise which may be sold in Armed Forces Exchange Stores. 

We would appreciate it if this letter could be incorporated in the record of 
the hearings which the House Armed Services Committee held on April 3, 4, and 
10, 1957. 

During recent weeks representatives of the National Retail Furniture Asso- 
ciation have taken part in meetings with representatives of the armed services, 
in an advisory capacity, regarding proposed revisions to the list of authorized 
resale items for exchanges. 

The initial proposal by the armed services was that the following item be 
added to the list: 

“Baby furniture, such as cribs, and high chairs, safety gates, mattresses, 
playpens, strollers, buggies, bassinets, car seats, car beds.” 
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The National Retail Furniture Association recommended that this general 
heading of “Baby Furniture” be dropped, and in its place suggested a list of 
Specific items, with definite cost price limits. 

The specific items and cost price limits recommended by the association are: 
cribs, $20; crib mattress, $10; high chairs and youth chairs, $10; nursery chairs 
(with or without commode), $10; chest, juvenile, $25; youth bed, $20; youth bed 
mattress, $15. 

As a result of action on April 10, 1957, by the board of directors of the Natfonal 
Retail Furniture Association, we have now supplemented this recommendation, 
as follows: 

We have urged (1) that within the United States the named items of baby 
furniture should be sold only to military personnel, and (2) be sold in ex- 
changes in the United States only where not in competition with private civilian 
facilities. 

This recommendation is in line with the following policy on armed services 
post exchanges adopted April 10 by the board of directors of this association: 

“As a basic principle we recommend that the Federal Government should not 
engage in business activities which compete with private enterprise. These ac- 
tivities are contrary to the principle of a free competitive economy and constitute 
unfair competition with citizens of the United States. 

“The National Retail Furniture Association recognizes and supports the 
policy of our military forces to provide post exchanges outside the continental 
limits of the United States to sell small items and services of necessity to 
members of the Armed Forces. 

“However, within the United States, such items and services should be limited 
to military personnel and be provided only where not in competition with private 
civilian facilities.” 

This policy reflects the sincere conviction of the directors of this association 
that the time has come for a thorough reexamination of the basic purposes, objec- 
tives, and scope of the Armed Forces exchange facilities, in the light of current 
conditions. 

The recommendations on baby furniture made by the National Retail Furni- 
ture Association representatives have been presented to our board of directors. 

While our directors do not object to them as a temporary expedient, provided 
our supplementary recommendation is also adopted, they do strongly feel that 
what is needed now is a full reexamination of basic policy on Armed Forces 
exchanges from the point of view of Government competition with private civilian 
business. 

Yours sincerely, 









































DEREK BROOKS, 
Manager, Washington Office. 








JUNE 17, 1957. 






Hon. Puiipe J. PHILBIN, 
House of Representatives, Washington, D. C. 

DeaR Mr. PuHitein: I have just read the suppelemental statements submitted 
to your subcommittee by Mr. William Burston, representing the National Retail 
Dry Goods Association, and Mr. Winston W. March, representing the National 
Tire Dealers and Retreaders Association. It seems to me that a basic mis- 
understanding exists which has prevented retailers and the services from reach- 
ing a common meeting ground. We do not seem to be talking the same language, 
and we are not talking about the same things. 

I am not just referring to inaccuracies which are contained in these two state- 
ments. I believe the record of our testimony before your subcommittee is the best 
answer to these misstatements. 

For example, Mr. Burston repeats once again the charge: “The Government 
pays their light, heat, and power, for most of their supervisory staff, their rent 
and other expenses.” Mr. Smart’s statement, which appears on page 210 of the 
record of the hearings, offers the best proof of its incorrectness. 

Similarly, Mr. March charges that we have submitted three different sets of 
figures on current or projected sales of tires. The figure of 66,000 tires which 
I gave in my testimony before the committee (p. 60 of the record) represented our 
estimate of the number sold during the fiscal year 1956. Quite frankly, since 
this was an estimate, I selected the highest possible figures in order to avoid 
any possibility that the actual number of tires sold might be higher than the 
estimate. 
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Subsequently we compiled and provided Mr. Smart with the actual number of 
tires sold by exchanges during the first 3 months of 1957. They came to 10,088. 
Based upon these actual sales figures we revised our estimate of tire sales for 
fiscal year 1957 down to a total of 40,352 tires. 

Since that time we have received figures on actual tire sales in Army and 
Air Force exchanges during the entire 9-month period from July 1, 1956, to 
March 31, 1957. These show a total of 15,352 tires. It seems, therefore, that 
for the fiscal year 1957, based on actual sales in Army and Air Force exchanges 
during the first three quarters and a projection for the fourth quarter of the 
same amount as was sold during the third quarter, and a yearly projection of 
actual third-quarter sales in the Navy and Marine exchanges, total sales for all 
service exchanges will amount to only 38,916 tires. 

The third figure which Mr. Marsh cites in his supplemental statement is the 
claim that we testified that exchanges sell an average of 128 tires a month. 
This figure of 128 tires per month was given in my rebuttal testimony and 
referred only to the average monthly sales at Fort Bragg exchange (p. 223 of 
the record). Quite obviously it would be unrealistic to apply the average 
number of tires sold at Fort Bragg, one of the largest installations in the armed 
services, to all exchanges selling tires. This, however, is what Mr. Marsh has 
done, and it accounts for his figure of 145,520 tires sold as contrasted with 
our figures of about 40,000. 

There is a much more serious problem presented by the comments in the sup- 
plemental statements. Mr. Burston, for example, not content with his initial 
estimate that extension of the authorized list for requests would involve a 
4,005 increase in the number of items, has now consulted more experts and 
raised the number to 7,440. By way of contrast, exchange service computes 
that it will involve a maximum increase of some 448 items. Similarly, with 
respect to tires and batteries, Mr. Marsh is concerned because the projected 
market would amount to over a million tires a year if all exchanges are au- 
thorized to carry this item. This contrasts sharply with the estimate we have 
furnished the committee of approximately 100,000 tires a year. 

The major purpose of an exchange is to provide the serviceman and his 
family with a convenient source on the installation where they can buy their 
day-to-day needs. The mission of the exchange is service rather than profit. 
Emphasis in exchange operations, therefore, is on making the authorized mer- 
chandise more easily available to the service family. 

I stress the term “available” because I believe it is the key word. Its im- 
portance has been overlooked by the retailers and this has largely contributed 
to their failure to understand the position of the armed services in this matter. 
When a serviceman who has an immediate need for a tire goes to the exchange 
and finds it is not available there because of the restrictions in the 1949 agree- 
ment, his dissatisfaction with the exchange affects to some extent his attitude 
towards continuing in the service. We are asking for these additional items be- 
cause we believe that service morale and career retention will be improved if 
the exchange is in a position to satisfy the ordinary demands made upon it 
by the service families. 

Another important consideration that flows from the exchange mission of 
service rather than profit is that merely because these items are available at 
an exchange does not mean that they will be sold in large quantities. As you 
know, exchanges are not permitted to advertise their products, the store clerks 
are not permitted to engage in any kind of high pressure selling, there is no 
attempt to sell one particular manufacturer’s product rather than another’s. 
The commonly accepted merchandising methods used by private retailers are 
not acceptable in a governmental activity such as the exchange. This means 
that exchanges, despite their superficial resemblence to retail stores, are not 
like private retail stores. Their purpose, their goals, and their methods of 
operation are not the same. 

The failure to appreciate these substantial differences between exchanges 
and private retail stores accounts for the wide discrepancies between our esti- 
mates and the estimates of the retailers. When Mr. Marsh applies the figure 
of 1.1 tire per vehicle as the basis for estimating the potential market for tire 
sales on military installations, he comes up with a figure of 1 million tires per 
year. His estimate would probably be correct if exchanges operated like private 
tire dealers and could market and exploit their merchandise the way private 
tire retailers do. Our own figure on past sales demonstrates that this com- 
parison is a false one, The exchange market on tires is less than one-tenth of 
what it would be for a private retailer. 
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Similarly, when Mr. Burston cites a figure of 4,000 items or 7,400 items as 
the number which the exchanges would be required to stock, he is applying 
the unrestricted methods of sale for profit which private retailers use but which 
have no place in exchange operations geared not to profit but to service. The 
estimate of 448 items is based upon our knowledge of the way exchanges operate 
and sell their merchandise to service families. 

The two supplemental statements point up the great area of misunderstand- 
ing that is at the root of the difficulties between exchanges and private retailers. 
I regard it as a challenge to me, as chief, Army and Air Force Exchange Serv- 
ice, to overcome this misunderstanding. I have already taken some steps to re- 
orient our public relations and community relations programs along the line of 
improving understanding between our installation exchanges and the local 
merchants. I intend to increase these activities even further. 

It is here that I believe we will find the best and only satisfactory answer to 
our problems. We want the local merchants to know all the facts about the 
exchanges in their community. And we want our service people to know the 
problems of their local merchants. With greater knowledge of the facts, we 
will have a sound foundation on which to build an intelligent and cooperative 
relationship between private retailers and the community and the service per- 
sonnel on the military installations. 

Sincerely, 
HarLaNn C. PARKS, 
Major General, United States Air Force, Chief, Army and Air Foree 
Exchange Service. 

Mr. Puiiern. Now, we are very glad to welcome here this morning 
to be our first witness, Maj. Gen. Harlan C. Parks, the Chief of the 
Army and Air Force E xchange Service. 

Will you come forward, General Parks. 

We are very happy and pleased to have you here. We are looking 
forward to having your testimony. You can proceed in your own 
way with your statement. 

General Parks. Thank you very much, Mr. Chairman, and gentle- 
men. . . . . . . 

In the light of the introduction in the hearings this morning of the 
documents j just introduced into the record, | would propose that page | 
and the top half of page 2 of my prepared statement be deleted. 

Mr. Puiein. That is all of page 1? 

General Parks. Yes, sir. . 

Mr. Puitern. Well, without objection, that will be done. 

Is there anything else from your statement that you want to have 
deleted ? ' 

General Parks. No, sir. That is all. And I will proceed now, at 
the middle of page 2, of my statement. 

Mr. Purser. Of course 

General Parks. In the paragraph—— 

Mr. Puiery. If you wish; I mean the committee will be glad to 
give you permission to revise your remarks in any way that you wish 
for the record. ‘ ; ' 

General Parks. Thank you very much. I think that is all that is 
necessary at the present time, Mr. Chairman. 

Now, to place this matter in its proper perspective, I should like 
to review for the subcommittee the sequence of events leading up to 
the projected teat. : 

On August 23, 1956, Gen. Curtis LeMay, at that time commander 
in chief, Str ategic Air Command, formally requested in a letter to 
the Chairman of the Board of Directors of the Army and Air Force 
Exchange Service, that charge sales be authorized for exchanges within 
his command. General LeMay stated in his letter 
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Extension of this privilege is in line with the policies of the Strategie Air 
Command of augmenting career incentives for the purpose of retaining military 
personnel in the service. Frequent, extended, temporary-duty tours of our per- 
sonnel require them to maintain sufficient funds on their persons to defray 
eosts of exigencies that invariably result from these tours. This, in turn, 
creates a financial hardship on dependent members of their families which, in 
most instances, takes a portion of the family budget for everyday necessities. 
Base exchange charge sales would provide added security for the dependents 
of these airmen, 

Shortly thereafter, on October 15, 1956, independent of the request 
sent forward by the Strategic Air Command, the commander, Air 
Materiel Command, Gen. Edwin Rawlings, submitted a similar request 
to Headquarters, U SAF, in which it was stated : 

The Air Force policy of increasing the prestige of officers and noncommis- 
sioned officers [is] part of its personnel-retention program. Our present eco- 
nomic system is, in a large measure, based on the use of credit. Military per- 
sonnel are considered by businessmen in surrounding communities to be pre- 
ferred credit risks. The refusal by the Exchange Service to permit credit sales 
undoubtedly gives many of our people a feeling of second-class citizenship, 
which, in turn, influences their decision to leave the military service. 

As you gentlemen may know, the Secretary of Defense has dele- 
gated ‘to the respective service Secretaries the authority and responsi- 
bility for the operation of their exchanges. In the case of the Secre- 
taries of the Army and Air Force, they have, in turn, delegated their 
authority and responsibility, through their respective Chiefs of Staff, 
to a joint Army-Air Force Board of Directors. This Board is com- 
posed of 3 general officers of the Army and 3 of the Air Force, plus 
myself and my deputy as ex officio members without vote. The chair- 
manship of the Board rotates every 3 years, and the present Chair- 
man is Lt. Gen. Manuel Asensio, Comptroller of the Air Force. 

When these two requests for the extension of credit reached the 
Board for review, the Board instituted an extended study into the mat- 
ter before taking action. As a part of this study, a thorough research 
was conducted of existing legislation, Executive orders, and the 1949 
and 1953 congressional hearings on exchanges, to determine if there 
was any prohibition against exchanges extending credit, either ex- 
press or implied. None could be found. 

A study of the historical files of the old War Department was 
made to determine the scope of the credit system in effect prior to 
World War II and the reasons for its discontinuance. This study 
revealed that the credit system was used widely until 1942, not only 
in the exchanges but also in the commissaries, laundries, and quarter- 
master sales stores. Its use was considered by the War Department 
to have a high morale value. It was discontinued by the Secretary 
of War on November 1, 1942, because the tremendous buildup of our 
forces following Pearl Harbor and the deployment associated there- 
with made it impractical to administer. It is noteworthy that the 
Secretary of War made this decision based purely upon the military 
factors involved. 

None of the extensive research conducted in connection with this 
study disclosed any evidence of prior concern or interest by the retail- 
ers in the matter of credit within the armed services. The study es- 
tablished that the decision to extend credit, or to authorize a limited 
test of credit, was a matter of internal administration and clearly 
within the authority of the Board of Directors. 
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The Board, in considering the credit proposal, also reviewed all 
forms of existing credit authorized in the Army and Air Force Ex- 
change Service. These are as follows: 

(a) Purchase of items of uniform and accessories. Two payment 
plans are provided : aD 

(1) Purchases by officers and noncommissioned officers may be made 
on a deferred-payment plan by making a $25 downpayment and pay- 
ing the balance in monthly installments of $25. 

he Air Force has extended, on a test basis, this deferred-payment 
lan for the purchase of uniform and accessories to airmen of the 
ower grades as well, at five of our bases. : 

(2) Purchases by prospective graduates of the United States mili- 
tary academies, aviation cadet flying training schools, and officer- 
candidate schools may be made on an open-account basis, limited to 
the amount of the uniform allowances. 

This is to enable these prospective officers to purchase their uniform 
prior to the date that they are actually commissioned, since they don’t 
receive their uniform allowance until after they receive their com- 
mission. 

The next point pertains to oil-company credit ecards. Although 
not constituting credit extended by the Army and Air Force Exchange 
Service, exchanges do honor the credit cards of various oil companies 
for authorized exchange patrons. The oil companies issue credit cards 
to military customers just as they do to civilian customers. The oil 
companies assume all hability for such credit sales, and the exchanges 
are not involved in collections. 

(¢) Purchases by official military organizations and nonappropri- 
ated-fund activities authorized to buy at exchanges. Such organiza- 
tions and activities include clubs and open messes; units such as com- 
panies, batteries, and squadrons; and similar activities. They are 
permitted to buy from exchanges on open accounts in recognition of 
the fact that it would be impracticable for their transactions to be 
effected on a cash basis. 

I think it pertinent and appropriate at this time to read into the 
record the instances in which credit is authorized in the Navy and the 
Marine Corps. 

In the Navy Department, credit is extended in their Navy resale 
stores only in the following two instances. First, for the monthly 
billing for laundry and dry-cleaning service to occupants of quarters 
on a naval station; and, secondly, a temporary extension of credit on 
uniforms to graduating officer candidates who must be in uniform on 
— day, but do not receive their uniform allowances until that 

ay. 

That is the same provision that we have in the Army and Air Force 
Exchange Service. 

In the Marine Corps, all Marine Corps exchanges shall be conducted 
on a cash basis, extending no credit for merchandise and services to 
individuals except under the following conditions: 

(a) To recruits for articles necessary for their health, comfort, and 
convenience, upon written approval of the commanding officer. 

(5) To personnel joining by reenlistment after having been sepa- 
rated from the service for a period of more than 1 month, for articles 
necessary for their health, comfort, and convenience, upon written 
approval of the commanding officer. 
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(c) To personnel in a nonpay status for articles necessary for their 
health, comfort, and convenience, upon written approval of the com- 
manding officer. 

(d) To Navy supply officers for articles requisitioned for enlisted 
personnel of the Navy held in custody or serving sentence. 

(e) Under conditions and in situations when the extension of credit 
is specifically approved by the Commandant of the Marine Corps. 

Second, credit may be extended to official organizations or activities 
of the United States Armed Forces which are composed of personnel 
on active duty. Credit may also be extended to Government depart- 
ments or agencies outside of the Department of Defense when the 
local commanding officer determines that the desired supplies can’t 
be conveniently obtained elsewhere and that the supplies can be fur- 
nished without unduly impairing the service to exchange patrons. 

After carefully reviewing the credit study, the Board of Directors 
on March 18, 1957, directed the Chief of the Army and Air Force 
Exchange Service to assist General LeMay and General Rawlings in 
the inauguration and conduct of tests at one base within each com- 
mand to determine the desirability and feasibility of credit sales 
within the Exchange Service. The bases selected were Wright-Pat- 
terson Air Force Base in Ohio and March Air Force Base in Cali- 
fornia. These tests were to begin on July 1, 1957, and to be of 1- 
year duation. At the termination of the test the results were to be re- 
viewed, analyzed, and evaluated, with the conclusions and recommen- 
dations presented to the Board of Directors. 

From this description of events it is apparent that two of our 
most responsible and highly respected senior commanders have pro- 
posed that exchanges be permitted credit sales in general. It is their 
belief that a system of credit is necessary to relieve financial hardships 
as a factor in the retention of skilled technicians. On the other hand 
it is recognized that credit sales involve additional operational costs 
and administrative burdens. 

Before approving the recommendations of General LeMay and 
General mvotined the Board of Directors desired more objective evi- 
dence supporting the view that added exchange credit privileges 
would have sufficient favorable impact upon military morale and tech- 
nician retention programs to justify the additional operational and 
administrative costs. Thus, in accord with common business practice, 
the Board felt that a controlled test was necessary to develop factual 
data and statistics for review and analysis as a basis for final decision. 

I cannot but believe that this subcommittee, with its longstanding 
interest in and understanding of the military services, will both recog- 
nize and assert the authority of the services to conduct such a test. 

Accordingly, I respectfully request that the subcommittee concur 
with the conduct of the test as planned. 

Mr. Puen. Thank you very much, General Parks, for your very 
lucid statement. 

Now, you already have authorized some limited credit, some con- 
siderable limited credit in various fields ? 

General Parks. Yes, sir. 

Mr. Puirein. And I take it, according to your statement, this 
proposal is to extend, in the long run, full credit, full unrestricted 
credit throughout your entire exchange system ? 
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Would that be a fair statement of your proposal ? 

General Parks. I believe it would, Mr. Chairman. However, the 
results of the test may indicate to the contrary. 

Or it is possible that we would merely extend the credit a little 
further than we presently have it. 

Mr. Puizern. And this authorization is based upon recommenda- 
tions made by some of your commanders. 

General Parks. That is correct, sir. 

Mr. Puteri. General LeMay ? 

General Parks. And General Rawlings. 

Mr. Puripin. And General Rawlings. 

General Parks. Yes, sir. 

Mr. Putter. Who have given these matters considerable study, 
I take it. 

Now, would this credit which you propose for the most part be 
mainly for officers or does it include also enlisted men ? 

General Parks. The tests as planned by both SAC and AMC at 
March and Wright-Patterson, respectfully, visualize initially an ex- 
tension of the credit throughout the military structure, that is to 
all military personnel and their dependents. 

Mr. Puirer. But there is no confinement of the credit to officers 
or to noncommissioned officers. It is going to be general. 

General Parks. That is correct. 

Mr. Purer. In its application. 

General Parks. Yes. 

Mr. Pumsry. To all of the personnel, officer and enlisted personnel 
of the various armed services, would that be correct? 

General Parks. Well, the test would involve only the extension 
of credit to our military personnel at the two bases in question. 

Mr. Puteri. I mean, the ultimate objection is the extension, as I 
said before, of general credit to all your officer and enlisted personnel 
of the various services. 

General Parks. That is a possible objective. Understand, Mr. 
Chairman, that in this test—the test is primarily for the purpose of 
enabling us to get factual information on some of these objectives 
that you are referring to. 

Mr. Puiuer. Your immediate request, your immediate proposal, 
is to inaugurate trial tests? 

General Parks. That is correct. 

Mr. Puitetn. Now, you already have credit in effect over quite a 
considerable area. I suppose that that would include all your re- 
mote bases, where SAC might have its units or where there might be 
units of the Navy or Army. You extend credit in the exchanges lo- 
cated in remote bases. 

General Parks, No, sir, only to the extent that I outlined in my 
statement, which is primarily the purchase of uniforms and access- 
ores. 

Mr. Putin. That is right. 

Now, about the uniform. 

Have all of the personnel, the officer personnel of the various 
services, been purchasing their uniforms through the post exchanges, 
or do some of them purchase their uniforms outside from private 
sources 4 
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General Parks. They do that as well, and also some of them pur- 
chase from our clothing sales stores, and our quartermaster sales 
stores, 

Mr. Puen. Would you say that would be the general practice or 
would there be a considerable number of them that would purchase 
their uniforms outside ? 

General Parks. Well, I can’t give you even an estimate of the 
percentage that would buy the uniforms outside, Mr. Chairman. I 
would say that the majority, however, purchase their uniforms either 
at the quartermaster clothing sales stores or at the exchanges. 

Mr. Puram. The majority of them would purchase through your 
facilities. 

General Parks. Yes, sir. 

Mr. Putiprn. You don’t have any problems, apparently, in con- 
nection with oil company cards. That is done on a private basis. 
Anybody can get an oil company card. 

General Parks. Providing they met the requirement of the par- 
ticular oil company. 

They serenity would conduct a credit check on them. 

Mr. Puirptn. That is right. After the credit check has been con- 
ducted, and they have been found to be suitable persons, they can get 
a card. 

General Parks. Yes. 

Mr. Puteri. You don’t issue the cards. The oil company issues 
the card. 

General Parks. That is correct. 

Mr. Putsrn. But you do have to, like every other businessman 
that honors these cards, go through certain bookkeeping procedures 
in recording the sales that are made when these cards are used, and 
forwarding the slips and forwarding your vouchers. 

General Parks. That is correct. 

Mr. Puiierin. That have come as a result of sales that are made in 
any of your facilities. 

Do you have some questions, Mr. Devereux ? 

Mr. Devereux. Yes. 

Mr. Pumpin. General Devereux. 

Mr. Devereux. In connection with your statement with respect 
to the Strategic Air Command, I can see, myself, where there might 
be some embarrassment on the part of the dependents who are left 
on a base if their husbands are ordered away. But in cases like that, 
is not the Air Force relief fund available to assist them ? 

General Parks. In cases of real emergency and hardship, yes, sir. 

Mr. Devereux. Now, would it not be advisable in such cases, of 
such commands as the Strategic Air Command, to have the officers 
and men make out an allotment to their families? 

General Parks. That is our normal practice, General Devereux. 

Mr. Devereux. That is the normal practice. 

General Parks. Yes. 

Mr. Devereux. So I don’t see where you would really run into a 
hardship in that particular case. 

Now, this suggestion that the military people would be considered 
second-class citizens because they do not have the privilege of charging 
at post exchanges, I must say that I don’t follow that reasoning very 
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well. : There are many, many enterprises throughout the entire coun- 
try that are purely on a cash sales basis. 

General Parks. That is right. 

Mr. Devereux. I don’t think it is any reflection on the military 
personnel at all. 

Now, then, there is another question on costs. Have you any idea 
how much more it would cost to institute a credit system ? 

General Parks. One of the primary purposes of conducting the test 
was to enable us to come up with a more accurate estimate of what it 
would cost if we extended it throughout the exchange service. 

Mr. Deverrvx. Of course, I was thinking of the officers and men 
themselves. They might get into difficulties if credit is extended too 
much, particularly to their families. I know we all run into that 
ourselves. [{ Laughter. | 
I wonder whether we would be doing a good thing for the service 
people themselves, to permit that sort of thing. 

General Parxs. Well, that is a question we hope to find the answer 
to, as well, by the conduct of the tests—to get a better determination 
of the actual value of such a credit system to our people in terms of 
the number that participate; how well they pay their bills; and, by 
conducting surveys among our people, to get a better indication of 
how much value they attach to it. In turn, we could relate that to 
what the true value of it was insofar as our personnel retention was 
concerned. 

Mr. Puteri. Does the gentleman yield on that point? 

Mr. Devereux. Yes. 

Mr. Purr. I might pursue that point just a little further. In 
the event that you should have any cases where the bills were not paid 
on these credit arrangements, would you propose to deduct the charges, 
whatever they are, from the pay of the officers or enlisted personnel ? 
You would be in that position. You would be in the driver’s seat, 
where you could do that. 

General Parks. Yes, sir; we could. 

Mr. Puitern. Would there be any legal barriers to deducting these 
accounts, the amount due on these accounts, from the pay ? 

Mr. Smart. Mr. Chairman, I would doubt the authority to check 
pay for a credit account in a nonappropriated fund activity, particu- 
larly where the credit had been extended to an authorized dependent. 

What I think would happen would be that the commanding officer 
or some appropriate authority on the base would write a “Dear John” 
letter. 

Mr. Putten. That is right. [ Laughter. | 

Mr. Smarr. And that wouldn’t be good. 

Mr. Puinerm. There still might be some question concerning the 
legal authority to deduct those charges from the pay. 

Mr. Smart. I would question the legal authority for that, Mr. 
Chairman. 

Mr. Puizetn. That would be my conclusion, 

Mr. Kitchin ¢ 

Mr. Krrcnin. Yes; I would like to follow through on General 
Devereux’s first comment relative to the emergency fund that is gen- 
erally provided for the dependents left on a base under these tempo- 
rary transfers. 
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Has the military given consideration to cash advances or with- 
drawals to the individual who is now on temporary duty at a new base, 
and his family left behind ? P 

General Parks. I don’t know that I quite follow you on that, Mr. 
Kitchin. You mean out of the relief fund that we have? | 

Mr. Krrcnt. Relief fund or any other funds that might be estab- 
lished whereby the individual—according to General LeMay’s letter, 
he indicated, too, that “frequent extended temporary duty tours of our 
— require them to maintain sufficient funds on their persons to 

efray costs of the exigencies that invariably result from these tours.” 

I wonder if there has been any consideration given to some fund on 
these bases where they are on temporary tour for cash advances? 

The bookkeeping for such would be far less expensive in my opinion, 
than the bookkeeping for an extended credit system. 

General Parks. The only fund that I can conceive of that could be 
— utilized for that purpose would have to be some of our relief 
a such as the Air Force Aid Society, the Army and Navy relief 

unds 

Mr. Krreutin. Well, is there such a fund available for that partic- 
ular purpose at the present time ? 

General Parks. It is rather difficult to secure loans from such relief 
agencies for that purpose, unless a real case of actual emergency exists, 
It would probably require a showing of destitute hardship. 

Mr. Smart. May I interject at that point, Mr. Kitchin 

Mr. Krroutn. Yes. 

Mr. Smarr. I believe what General LeMay refers to: many of the 
SAC units will be deployed in a temporary duty status, where they 
will be in a per diem situation. So they have to take a substantial 
sum of money along with them to defray expenses for 30 days or so, 
while they are on TDY. 

General Parks. Yes, sir. 

Mr. Devereux. Don’t you still have the opportunity to draw ad- 
vanced pay ? 

General Parks, That is only on a permanent change of station 
move, or when on duty at distant stations where pay cannot be dis- 
bursed regularly, Mr. Devereux. 

Mr. Devereux. It would be possible, however, administratively to 
institute such procedures, would it not? 

General Parks. I don’t believe that I am quite qualified to answer 
that question. 

Colonel Frederick ? 

Colonel Freprrick. 1 would say it would offer no particular prob- 
lem, other than the outlay of appropriated funds in advance of the 
normal pay period. 

General Parks. I don’t believe we have the legal right to do that. 

Mr. Bray. Would the gentleman yield on that question here? 

Mr. Kircutn. Yes. 

Mr. Bray. Incidentally, I think the serviceman carriers his pay 
card. I think that is what you call it. 

General Parks. Yes. 

Mr. Bray. I forget now. He carries that with him. Unless they 
change the regulations, he does not have to prove he is on a permanent 
change of station, to draw 
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General Parks. Partial pay you are referring to, Mr. Bray. 

Mr. Bray. Partial pay is what I am referring to. That is not true, 
unless you changed the regulations since I was there. 

General Parks. I believe—— 

Mr. Bray. I am not an expert on Army finance, but I had a little 
practical experience in it. [Laughter. ] 

Mr. Pure. Well, the question would be, General: Can you or 
can you not get an advance on pay ¢ 

Mr. Krrcnen. That is the whole point that I wanted to bring out 
here: the reason primarily, by General LeMay, for granting this 
particular type of credit arrangement would be to temporarily take 
care of these on transfer of duty, on temporary duty status. 

I can imagine that some airman might be transferred on short 
notice and his bank account wouldn’t be sufficient to leave his wife 
and children sufficient money and still carry sufficient money to carry 
him through the temporary tour of duty. 

General Parks. That is right. 

Mr. Krrenry. In that particular instance, it appears to me that 
some arrangements, whether it is available now or whether it be 
available later, made available, would be much more economical to 
operate than the total credit system for airmen in general, and for 
merchandise and materials in general. 

It looks like to me it would be much more econoniical to arrange 
some system of cash advances, either partial pay or something of that 
nature, rather than to go into the credit business. 

Because that is a bookkeeping and accounting responsibility that 
even in commercial enterprises is one of the top costs of operating 
a business. 

General Parks. That is a possibility. 

Mr. Puen. Mr. Bray 

Mr. Kircnin. One more question, if I might. 

I think you told General Devereux that no estimate has been made 
as to what on these two particular bases that have been selected would 
be the cost of the accounting or bookkeeping system. 

General Parks. That is correct. 

Mr. Krren1n. You haven’t made any estimates at all. 

General Parks. That is one of the purposes of the test, to try to 
get a more accurate determination of the costs associated with it. 

Mr. Pumatn. All right, Mr. Bray. 

Mr. Bray. The first thing Mr. Chairman: Is this investigation or 
study within the realm of the original jurisdiction given to this 
committee ? 

Mr. Putty. This is an addition to it. 

Mr. Bray. Oh, in addition to it. 

Pardon me, I wasn’t here when the committee started. 

Mr. Pus. The chairman has authorized the committee to take 
jurisdiction over this subject matter for the purpose of conducting 
these hearings. 

Mr. Bray. I see. 

Mr. Puizern. And making a report and recommendations. 

Mr. Bray. The first thing, General: As to your statement that they 
had had credit at post exchanges prior to 1942, I believe you stated. 

General Parks. Yes, sir. 
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Mr. Bray. Wasn’t that credit in the matter of post exchange coupon 
books that were worth $2, that the men drew from the company? 

General Parks. Yes. 

Mr. Bray. It was down to the unit. Then at payday that was put 
on a collection sheet, you know, the old collection sheet. 

General Parks. That is correct ; for the enlisted personnel. 

Mr. Bray. That is right. 

Then the duty of the company commander or the paying officer of 
that unit was to deduct that, together with all other charges, from 
the collection sheet. 

General Parks. That is correct. 

Mr. Bray. And it was not the practice in a big, general manner, 
like going into the post exchange and charging this or that. 

The charge was arranged before you ever went in to buy the goods, 
in the matter of the coupon book. 

General Parks. That is right, Mr. Bray, for the enlisted personnel. 
I remember quite clearly that because I was a commander, a unit 
commander, at that time. 

Mr. Bray. I was a company commander at that time, and I remem- 
ber that.one of the worst headaches I had was to try to keep that 
collection sheet straight. 

We had some company commanders called in, who were very good 
officers, that left the service because they simply couldn’t keep the 
thing straight. 

Starting out on a global plan at least makes me shudder, unless you 
spend an awful lot of money and get a lot of experts on it. 

I well remember how I’ almost got burned, I believe it was for 
thirty or forty dollars, that way. I am just giving you this as an 
cape to show this thing isn’t quite as simple as some people might 
think. 

The unit I was in was ordered to Manila around August of 1941. 
It was fortunate we didn’t go. Another unit was sent. [Laughter. ] 

Mr. Bray. Yet, the War Department didn’t keep up with where 
we were going. So they still thought that we were going to Manila. 

The outfit that did go was to come to Benning and we were to go, 
I believe, to Polk. Anyway, they sent 10 of their soldiers who were 
returning to the armored school. I happened to be the only. company 
commander available the day that they arrived, so they put them in 
my company. 

Well, somebody had lost their service records, and it seemed to be 
a rather usual matter, and their pay data, and yet the fellows didn’t 
have any shaving equipment or anything else. So I didn’t see any 
other way out of it but to issue them the necessary coupon book. 

Meanwhile, they were ordered on into Manila. The outfit left 
before their records ever got there. Then a very kind Government 
insisted on me paying the money. [Laughter. | 

Mr. Bray. There was a long argument. I haven’t paid it yet. I 
think we finally got it settled. I don’t remember now. But pretty 
soon I left for overseas. 

I just merely bring up that instance to show it is difficult—espe- 
cially today, when they seem to feel that a man has served too long 
after he has been at any post for 2 months, you are going to have a 
monumental job on your hands. 
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Then I want to go a little further into the matter that General 
Devereux stated. I question the value of extending too much credit. 
Now, unquestionably, we know in the communities we live in one of 
the greatest curses to many families, and it wrecks the families; is in 
extending too much credit to them, especially if they are in a low- 
income group. Instead of helping the morale of the serviceman, 
extending credit, especially if he has some member of his family— 
which some people do have—that don’t know especially the value of a 
dollar, I can’t think of anything that will mess up more your morale. 
Why is it that stores furnish credit? It isn’t to help the individual. 
It is to help them sell more goods. That is the general consensus of 
opinion. 

I think that most businessmen will tell you that. And we are not 
especially running the armed services to bring business to the post 
exchanges. Weare having it for the benefit of the individual. Those 
are certain things frankly that appear in my mind and should be 
considered, before we go overboard on the plan. 

Maybe I have too much Scottish background to want to charge 
things on credit. I never liked it very well, because the trouble was the 
fellow wanted me to pay for it later after I got the goods. Just a 
brief observation on the subject. 

General Parks. Well, I might remark at this point, Mr. Chairman, 
that the discussion that we are having and some of the questions raised 
by the members of the committee is quite remindful of the discussion 
that we had in the board of directors in considering this proposal. 

There are many questions, and many reservations that we enter- 
tained with respect to this proposal. would again like to remind 
the committee that I am not here for the purpose of trying to defend or 
justify the extension of credit throughout the exchange service, but I 
am here to try to justify and defend the soundness of conducting a test 
at these two stations so we can have more factual information which 
we can evaluate and analyze to determine and arrive at a more 
realistic decision on it. 

I would think that the members of this committee might be inter- 
ested in the results of such a test, too. 

Mr. Bray. I am. 

Mr. Puuer. Yes, I think the committee fully understands that you 
propose a pilot test to find out just what is going to happen in this 
field. 

Now, did that conclude your statement, General ? 

General Parks. Yes, sir. 

Mr. Puteri. If so, we will excuse you, 

Thank you for your excellent testimony. 

General Parks, Thank you. 

Mr. Puter. Is Mr. Rowland Jones here, of the American Retail 
Federation ? 

Come forward, Mr. Jones. 

Mr. Jones. Mr. Chairman and gentlemen. 

Mr. Puriprn. We will be very glad to have your statement. 

Mr. Jones. I didn’t anticipate being back before this committee so 
soon after the last time. 

Mr. Puitern. Well, we always like to see you here. 
Mr. Jones. Thank you very much. 
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Mr. Puiuwern. Whenever we have matters of this kind pending, be- 
cause you are invariably helpful to us. 

Mr. Jones, Thank you. 

My statement this morning, Mr. Chairman, and gentlemen, is a 
brief one. 

Members of the American Retail Federation oppose the extension 
of credit in military stores in connection with the sale of nonmilitary 
items. They fear that this proposal, together with other recent pro- 
posals to expand the scope of military stores and the items sold therein, 
are but preliminary steps toward the building of a vast retail and serv- 
ice empire within the Armed Forces of this country. 

This problem, and indeed all problems which the retail industry en- 
counters in connection with military stores, comes down to one basic 
question, it seems to us. That question is “What is the function of a 
military store?” 

The position of the retail industry is that the function of a military 
store is to provide a place where small items of convenience and neces- 
sity can be purchased by military personnel. 

This position was restated, perhaps in slightly broader terms, by 
this subcommittee in 1949 (Rept. No. 115) when the committee said 
that a military store should be an attractive place “where items of 
necessity, comfort, and convenience, and reasonable gift items can be 
readily obtained.” 

The opposition to the extension of credit services, therefore, stems 
mainly from the fact that such an extension cannot be reconciled with 
the philosophy expressed by this committee as to the function of a 
military store. There are, however, practical reasons as well for this 
opposition. These will be discussed more fully by other retail or- 
ganization representatives, but the principal ones are briefly as follows: 

First, the extension of credit without the credit charges which re- 
tailers are compelled to make will create new unfair comparisons in 
the minds of service personnel between retail stores and military 
stores. As has been pointed out to this committee previously, this is 
a subject on which the industry is extremely sensitive. 

Second, the retail industry believes that the armed services have no 
conception of the extra costs involved entering into this activity. 
Substantial amounts of extra capital are necessary to finance the goods 
sold on credit, to say nothing of the extra costs involved in book- 
keeping. Can these extra funds be raised within the limits of present 
military store operations, or will the need for more capital lead to 
still further demands for more sales of more items ? 

The retail industry, therefore, urges this committee to disapprove 
the extension of credit in connection with the sale of nonmilitary items 
in military stores. 

Although the subject of this hearing is primarily on the extension 
of credit, I believe I would be derelict if I did not reiterate the opposi- 
tion of retailing to extensions of the 1949 list of authorized resale 
items, which has been expressed in previous hearings. This opposi- 
tion is also based on the retail position as to the proper function of a 
military store, as set forth earlier in this statement. Retailing be- 
lieves that the proposals to increase the number of items sold go far 
beyond the furnishing of “items of necessity, comfort, and con- 
venience.” 
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We will readily admit, however, that there is room for an honest 
disagreement as to what constitutes an item of necessity, comfort, or 
convenience. These disagreements could be settled, as in the past, by 
referring them to this committee. But this is an item-by-item ap- 
poem and does not go to the root of the matter, which is “What does 

‘ongress intend the function of a military store to be.” 

Therefore, we suggest, very strongly, that this committee, in its 
report, recommend to the full committee that a thorough study of 
military stores be made, with ample opportunity for both sides to state 
their basic philosophy on the subject. 

Such a study might well provide permanent answers to many of the 
questions which now recur constantly. As well as stating definitely 
the congressional intent as to the function of a military store, it could 
provide more precise definitions as to what actually does constitute an 
item of necessity, or comfort, or convenience. It could define ques- 
tions of hardship and what constitutes an isolated location; and both 
of these questions are presently unanswered in any satisfactory 
manner. 

In summary then the retail industry is strongly opposed to the 
extension of credit in the sale of nonmilitary items. It feels that there 
should be no expansion of the presently authorized list of items. And 
it believes that these questions, and many others, might be settled once 
and for all by a thorough study of the functions, scope and operations 
of military stores and a definite expression of congressional intent in 
this matter. 


MEMBER ASSOCIATIONS OF THE AMERICAN RETAIL FEDERATION 


STATE ASSOCIATIONS 


Alabama Council of Retail Merchants, Inc. 
Arizona Federation of Retail Associations 
Arkansas Council of Retail Merchants, Inc. 
California Retailers Association 

Colorado Retailers Association 

Delaware Retailers’ Council 

Florida State Retailers Association 

Georgia Mercantile Association 

Idaho Council of Retailers 

Illinois Retail Merchants Association 
Associated Retailers of Indiana 

Iowa Retail Federation, Inc. 

Kentucky Merchants Association, Inc. 
Louisiana Retailers Association 

Maine Merchants Association, Inc. 

Maryland Council of Retail Merchants, Inc. 
Massachusetts Council of Retail Merchants 
Michigan Retailers Association 

Minnesota Retail Federation, Inc. 
Mississippi Retail Merchants Association 
Missouri Retailers Association 

Nebraska Federation of Retail Associations, Inc. 
Nevada Retail Merchants Association 

Retail Merchants’ Association of New Jersey 
New York State Council of Retail Merchants, Inc. 
North Carolina Merchants Association, Inc. 
Ohio State Council of Retail Merchants 
Oklahoma Retail Merchants Association 
Oregon State Retailers’ Council 
Pennsylvania Retailers Association, Inc. 
Rhode Island Retail Association 

Retail Merchants Association of North Dakota 
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Tennessee Retail Merchants Council 
Council of Texas Retailers’ Association 
Utah Council of Retailers 

Virginia Retail Merchants Association, Inc. 
Associated Retailers of Washington 

West Virginia Retailers Association, Inc. 


NATIONAL ASSOCIATIONS 


American Retail Coal Association 

Associated Retail Bakers of America 

Association of Family Apparel Stores, Inc. 

Institute of Distribution, Inc. 

Limited Price Variety Stores Association, Inc. 

Mail Order Association of America 

National Appliance & Radio-TV Dealers Association 
National Association of Chain Drug Stores 

Natioanl Association of House to House Installment Companies, Inc. 
National Association of Music Merchants, Inc. 
National Association of Retail Clothiers & Furnishers 
National Association of Shoe Chain Stores 

Natioanl Council on Business Mail 

National Foundation for Consumer Credit, Inc. 
National Industrial Stores Association 

National Luggage Dealers Association 

National Retail Dry Goods Association 

National Retail Farm Equipment Association 
National Retail Furniture Association 

National Retail Hardware Association 

National Retail Tea & Coffee Merchants Association 
National Shoe Retailers Association 

National Sporting Goods Association 

National Stationery & Office Equipment Association 
National Tire Dealers & Retreaders Association, Inc. 
Retail Paint & Wallpaper Distributors of America, Inc. 
Super Market Institute, Inc. 

Women’s Apparel Chains Association, Inc. 


Mr. Jones. If I could add here, Mr. Chairman, it is my impression, 
having lived with this problem now for a number of years, that the 
retail industry has been liberal in its attitudes. I think the repre- 
sentatives of retailing have often gone further than maybe the rank 
and file of their constituents would approve. 

We have done that on the basis that we have great admiration for 
our whole Military Establishment, and we understand its importance 
to all of us and to the whole country. 

We also are cognizant of the importance of morale and the proper 
pay to keep the essential technical people happy in the armed services. 

We submit that the retail industry would approve the additional 
tux burden that might be necessary to pay these permanent people, 
particularly in the technical area, the proper scales of pay that will 
make them happy in that kind of a career in the Army. 

But we do object basically to the fact that retailers as taxpayers are 
subject to this growing competition and they believe that while the 
fringe benefits involved have a dollar value, those benefits should be 
provided directly by the Congress, in the proper pay scales that will 
keep these people happy and not make the retail industry bear the 
burden not only of lost sales but which we have always said—our 
greatest problem and our greatest worry is the individual use compari- 
sons pricewise between the military store and the retail store which 
must meet all its costs out of its sales. 
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Mr. Pury. You have given us a very strong statement, and we 

appreciate it very much. 
ow, as I understand your position, you are opposed to this whole 
question of inaugurating a cretit system at the post exchange. 

Mr. Jones. That is right. 

Personally, I think it will be a serious mistake. 

Mr. Puitern. You oppose even a test to ascertain whether or not it 
would be disirable or whether it would be helpful? 

Mr. Jones. Well, we always fear the establishment of precedent. 
Tests very often become rather quickly related into actual facts. 

But to use a euphemism, I don’t believe the military realizes the 
bull it is going to get by the tail if it goes into the extension of credit 
on consumer items in these military stores. 

Mr. Putten. As you know, it has been the position of this com- 
mittee that we like to settle any questions that arise in this field on the 
basis of some mutually agreeable—the results of mutually agreeable 
negotiations between the parties. 

r. Jones. That is right. 

Mr. Puen. We have gone quite a way in that regard during the 
past few months, as you know. 

Mr. Jonrs. Yes. 

Mr. Pumern. On some of these basic questions you mentioned here, 
we don’t seem to be too far apart. We have narrowed the field very 
much. 

Mr. Jonus. That is right. 

Mr. Puier. I am hopeful we can narrow it still further, and I 
hope we can achieve a completely final agreement that would be satis- 
factory. 

Mr. Jones. That is right. 

Mr. Puusr. To all people concerned. 

Mr, Jones. We need a blueprint that leaves no doubt. 

Mr. Puumery. And I am sure you are willing to work toward that 
end. 

Mr. Jones. Delighted. 

Mr. Puimsrn. Now, I notice the number of organizations that you 
append at the end of your statement. I assume that you are speaking 
in behalf of all the members of your American Retail Federation. 

Mr. Jones. Yes, sir; that is right. 

Mr. Puter. We are very glad to have your views. 

Do you have some questions ? 

Mr. Devereux. No. 

Mr. Pur. Do you have some questions? 

Mr. Krrcentin. Yes, sir; I would like to ask Mr. Jones this question: 

The items that were read by General Parks that are used in the 
extension of credit now, such as uniforms. 

Mr. Jones. Yes. 

Mr. Krrentn. Uniforms for the graduates of the Academies, and 
things of that nature. 

Mr. Jones. Yes. 

Mr. Krreurin. Does your organization object strenuously to that 
type of credit? 

Mir. Jones. I don’t have any recollections of any strong feeling in 
that area. Some of those practices have been historical, and, when 
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we had the 1949 investigation, it was the broader areas that were the 
real cause of concern. 

Mr. Krrenrn. Of course, your credit-card system for gasoline and 
oil—that is something 

Mr. Jones. I don’t think that has any part in this hearing at all, 
because the armed-service man who gets a credit card is just like me 
when I apply for one, exactly. No difference. 

Mr. Krrenrn. So far as the credit that is being extended at present, 
as to the items enumerated by General Parks, you know of no serious 
objection to those particular items on which credit is now extended ¢ 

Mr. Jones. No, not in those narrow areas. 

Mr. Krrcutn. Now, I gathered from your comment there that you 
think this test would kind of be like a little boy sticking his finger on 
the stove to see if it burns? 

Mr. Jones. That is right. 

Mr. Krreutn. That is all. 

Mr. Pus. Any further questions? 

Mr. Bray. I wanted to ask General Parks another question. 

Now, as the head of the post exchanges, you have nothing to do with 
what we call the commissary clothing sales store? 

General Parks. No, sir. 

Mr. Bray. That is all. 

Mr. Pamsrn. Any further questions? 

Mr. Kircut1n. No further questions. 

Mr. Puitein. If not, we will thank you very much. 

Mr. Jones. Thank you very much. 

Mr. Puts. Mr. John C. Hazen; is he here? Representing the 
National Retail Dry Goods Association. 

Mr. Hazen. Mr. Burston will be our witness. I will be with Mr. 
Burston. 

Mr. Puitein. Come forward, Mr. Burston. The committee would 
like very much to have your views. 

Mr. Burston. Thank you, sir. 

Mr. Purern. And opinions on this question. Proceed. 

Mr. Burston. Mr. Chairman, I would like to say this before I 
begin. We have prepared a longer statement, turning on matters not 
only pertaining to credit, but to others, particularly as they gave us 
the opportunity and the only opportunity to refute some of the points 
which General Parks had made in his letter to the committee on June 
17, sir. However, in deference to your wishes, I am going to limit 
myself entirely to this subject of credit. But I would like your per- 
mission, if you will, sir, to permit my entire statement to be put into 
the record. 

Mr. Putietn. Without objection, your entire statement will be in- 
cluded in our record. 

Mr. Burston. Thank you, sir. I am William Burston, manager 
of the merchandising division of the National Retail Dry Goods Asso- 
ciation. I am authorized to speak for our association. 

We can understand why the military should have planned a pilot 
test. of the effectiveness of the use of credit at one or more of the PX’s. 

Based on our own experience with credit, we predict that it would 
be a most welcome service, and that it would definitely be responsible 
for improving PX sales. 
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While we can understand why the military should wish to, add-the 
service of credit, we cannot condone it, nor will the rétailers located 
near military installations. ; 

This association sees the proposal—and the retailers in the PX 
areas faced with this competition see it—with the eyes of the Senate 
Appropriations Committee. The addition of a credit service or credit 
services would give the PX’s still another competitive advantage over 
the competing retailer, 

We see the plant to test out the efficacy of credit as still another 
manifestation of that condition of giantism to which we referred in 
our first presentation to this subcommittee. 

Just as several of our members, when they ran PX’s in the last war, 
sought to make them the best of their kind, so now is the military 
seeking the best in assortment, the lowest in price, the finest in service. 

The wish to make better, more important, bigger, is a natural in- 
stinct, and every man worth his salt works that way. This is giantism. 
It is a healthy expression of ambition. 

The desire to test out credit’s volume-building effect is in line with 
the military’s plans for greater standardization of service, of uni- 
formity of pricing, of sales and executive training, of uniform fiscal 
control, of better display, and of the establishment of a career program 
for key civilian personnel. Giantism is responsible for such thinking. 

In the 1956 fiscal year, the PX’s faced the certain loss of 130,000 in 
the number of their domestic patrons. “This could have resulted in 
an equivalent decline in aaa sales,” General Peckham, then Chief 
of the Army and Air Force Exchange Services, wrote in the foreword 
to the annual report. “Through improved merchandising methods, 
however, per capita sales were increased from $21.97 per month to 
$24.28 per month * * * with the result that the over-all sales volume 
actually showed a slight increase for the year.” 

General Peckham adds: 

This was not the only paradox of fiscal year 1956. The reduction of 10 percent 
in military strength did not modify the requirements for additional facilities 
throughout the domestic system * * * 90 additional exchange outlets were 
opened during the year. Nearly 400 employees were added, to staff these new 
retail stores, cafeterias, and snack bars. 

Faced with the same problem—retailers deal with like problems 
every day in one or more departments—we would do as General Peck- 
ham’s staff did: So improve merchandising methods as to overcome 
the handicap and come out as well if not better than the year before. 

If credit, then, proves successful, the PX administration will try to 
use other methods of improving its volume and service. Each year 
will see another or several new ideas proposed and tested. 

We cannot quarrel with the methods nor the objectives, granted 


the premises. 

What needs to be raised here again is the basic, the fundamental 
questions: Where is the PX headed? Where is the end? What 
becomes of the concept of “convenience and necessity” ¢ 

We ask, also: What should be the function of the PX? Within 
what limits should it operate? Why should the PX be responsible for 
raising welfare and recreational funds for service people? Why 
should this not be the Government’s responsibility? Would it not be 
less costly ? 
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Unless these problems are properly and fairly solved—by the Con- 
gress, for only the Congress can do it—the retailers of this country, 
especially those in the PX areas, will be put to more and more serious 
competitive disadvantage. 

Unless these problems are solved, the PX’s in accordance with plans 
based on successful pilot tests, will move into more and more categories 
of merchandise, will add more and services—delivery, telephone, and 
mail order, clerk assistance, gift wrapping, customer counseling, The 
foreign system already has its fashion uanenk. Why not the domestic 
system ¢ 

We, therefore, ask this subeommittee and through it the Congress to 
recognize the inevitable trends implicit in the PX concept and to take 
steps now to establish policy for the PX, to establish definitions of 
items, to set limits upon them and upon services, before the dynamism 
of “giantism” leads to ever-greater competition with the retailer. 

The military’s present concept of the PX departs radically from the 
concept last year and from that of previous years. 

Up to last year the PX function had been to “provide articles of 
necessity and convenience not supplied by the Government.” 

Now, in 1957, General Parks says the purpose is— 
to provide a convenient and reliable source from which authorized patrons may 
obtain, at the lowest practicable cost, articles and services required for their 
well-being and contentment. 

The PX has been converted into a “fringe benefit” and it is to make 
this fringe benefit more attractive that the military seeks to enlarge 
the number of items to be carried and is now planning to experiment 
with its first service, credit. 

We repeat that we’re sympathetic with the purposes of the military. 
Our retailers, along with other businessmen, face a very similar situa- 
tion. We should like the military to succeed in keeping an ever larger 
percentage of its trained and skilled personnel. 

But to accomplish its purpose the military is putting the entire 
burden upon one segment of the American economy—the American 
retailer. He is made to foot the bill for the military’s present and, in 
the future, still further enlarged “fringe benefits.” 

We hold that the military’s proposal is an unfair way of accomplish- 
ing a good purpose. It is also a form of unnecessary and harmful 
economic discrimination. 

I now skip all of the other points I wish to make. 

I would like to read the conclusion, sir, if the committee will permit 
me. 

(The portion of the statement not read is as follows :) 

The military’s purpose can be accomplished in several other ways. Chief 
among them are the Cordiner Committee recommendations for higher pay. We 
think also that the Government should assume the obligation—very properly 
its own—to provide the necessary welfare and recreational funds from general 
taxes. 

We're not aware that any other country in the world leaves such an important 
social obligation to the vagaries of an outside organization. Should not the rich- 
est country in the world be directly responsible for so imprtant a contribution to 
its own welfare? 

It is because the PX must earn the moneys with which to pay for welfare and 
recreational services that the whole problem of the PX’s competition with the 
taxpaying retailer is created in the first place. 

Remove the necessity for having to earn these funds and you remove the 
necessity for ever-larger volume and ever-increasing lists of items and 
services. * * * 
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In his letter of June 17, 1957, to the honorable chairman of this subcommittee, 
General Parks had the opportunity to answer the arguments we made in our 
supplementary statement of April 24. 

The general corrects our statement—and we are happy to accept the correc- 
tion—that the PX does not pay the Government for light, heat, and power. This 
is an assertion, however, without proof, and this subcommittee may wish to 
receive the necessary substantiating data. 

As for the Government’s paying for certain supervisory staff salaries—a 
point we made to show that the PX prices do not reflect all legitimate costs of 
doing business—may I draw the committee’s attention to the fact that the 
Government contributed at least $1,805,000 in direct salaries chargeable but not 
charged to the PX. 

The source of our figures is the estimate as of March 31, 1957, prepared by 
the Army and Air Force Exchange Service. 

This estimate includes the overall figure of $1,643,000 paid in direct salaries. 
In addition, there is $99,000 for salaries of the regional office personnel and 
$63,000 for salaries paid at headquarters. This is from appropriated funds. 

General Parks continues to repeat that the PX estimate of the number of 
additional items the PX will carry beyond those authorized in the 1949 list is 
only 448. He repeats the figure without again substantiating it. Our own 
estimate was 7,440. 

General Parks says we’re not talking the same language. This is true. In 
retailing there is one language. An “item,” by common definition, is an indi- 
vidual piece of merchandise. It is not a category or a classification—meaning 
a collection of similar or analogous items. 

An assortment list in a department may contain 500 items—specific types of 
merchandise related to one another yet distinct each from the other. The stock 
in the department, based on the list of 500 items, may total 10,000 pieces. Each 
item is backed by a given number of pieces. 

Therefore when we estimated—and we tried to be conservative—that the 
items the military wished added to the 1949 list would total 7,440, we meant 
that eacn PX, depending on its size, would have to add as few as 22,000:pieces 
of stock or as many as 110,000—and that this obviously would involve an 
investment of millions of dollars to cover all domestic PX’s. 

If General Parks is talking categories or classifications, then 448 may be 
correct. But if it’s items, our own figure is correct. 

Obviously, the additional items would aggravate sharply the present com- 
petition which the PX’s give the retailers in their areas. 

This concludes the small number of points on which General Parks took 
issue with us in his latest communication to the subcommittee. 

General Parks attempted no refutation of the point we made against the basis 
of estimating fringe benefits for the service people as compared with those for 
the average man in industry. He accepted the report that the man in industry’s 
fringe benefits were larger than those for the serviceman. 

We said that the comparison was wrongly based. The fringe benefits were 
spread over the entire number of people in the service—hence the amount was 
small—when they should have been related only to the number of professionals 
in the service, in which case the fringe benefits would be found to compare more 
favorably with industry’s. 

General Peckham, in his annual report, notes that there has been a shift in 
the purchasing habits of the PX patrons—a trend toward “family-type items, 
with less demand for the basic essential items.” The unmarried civilian in the 
service, planning no career in the service, is obviously not interested in sheets 
and pillow cases. 

General Parks attempted no refutation of the point we made regarding his 
inexact comparison of the PX volume with the total retail volume in the United 
States. On the latter basis, he said, PX volume amounted to only 0.00269 of 
the total. The true comparison is with the retail volume in the PX area, and 
if this as made you get not the infinitesmal figure of 0.00269, but as much as 28 
percent of the total area’s retail volume. 

General Parks attempted no refutation of the point Representative Bray made 
that the military may interpret the regulations any way which will best serve 
its purpose. In asking the retailers’ consent to the enlargement of the items 
we said the retailers should not be asked to participate in their own destruction. 

The committee is, of course, aware of the Senate Appropriations Committee’s 
injunction on this subject. I include it for the record : 
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“The committee is concerned about reported plans to increase the scope of ac- 
tivities of the post exchanges. While it is recognized that the post exchange sys- 
tem is an integral and necessary part of the operations of the military forces, 
there is little, if any, justification for increasing the competitive advantage of 
the stores in the:system at the expense of the retail merchants of this country. 
The committee is of the opinion that the types of merchandise currently author- 
ized for sale in the system are more than adequate to satisfy the needs of the 
military personnel and their dependents and no action should be taken to enlarge 
the categories of stock now handled.” 

Mr. Burston. Grateful for this additional opportunity to present 
our case before the committee, our association urges: 

1. That the committee decline the military’s request for the extension 
of the items in the 1949 agreement ; 

2. That the items in the agreement be limited, as to sale, entirely to 
the PX’s in those areas in this country located at too great distance 
from either a city or town; 

3. That there be no expansion in the services the PX renders, such as 
the provision of credit; 

4, That the Congress define what are items of “convenience and 
necessity” ; 

5.. That the PX’s, except for those in this country, too distant from 
cities, be required to reduce the 1949 list to the items of “convenience 
and necessity,” as may be defined by the Congress; 

6. That the Congress consider favorably the recommendations of 
the Cordiner Committee; 

7. That the Government and not the PX provide the funds necessary 
for welfare and recreational purposes. 

Thank you. 

Mr. Puisin. Thank you very much. 

You made a fine statement. 

Now, of course, as you probably know, the jurisdiction of this com- 
mittee conducting these hearings this morning is confined to the 
question of extending credit and particularly to establishing; that 
is, to considering and making reports and recommendations concern- 
ing the proposal to set up pilot test projects. 

Ir. Burston. Yes, sir. 

Mr. Putten. To determine the feasibility or desirability, and the 
cost and all the other factors, that go into the final adoption or final 
extension of the credit system in the exchanges. 

Mr. Burston. Yes. 

Mr. Pursrn. So this committee at the present time would not have 
any jurisdiction to go into these other matters that you refer to. 

However, we are always glad to have your opinions. 

I want to thank you very much for making a very comprehensive and 
forceful statement. 

Do you have some questions, Mr, Devereux ? 

Mr. Deverevx. No. 

Mr. Putsin. Do you have some questions, Mr. Kitchin ? 

Mr. Kircu1n. No questions. 

Mr. Bray. Only, Mr. Chairman, I would like to direct a question to 
you. 

I neglected to do it a while ago, T got a call, I recall it was vester- 
day, from a correspondent from some military paper, and I believe 
it was the Army Times, in which he mentioned this committee, and he 
stated that the Senate, some committee or subcommittee in the Senate, 
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had turned down or objected to the extension of credit and had also 
made some finding or statement against the extension of the PX items 
that we had up in our previous hearings. 

Does either the chairman or the counsel know something about 
that? 

Mr. Smart. I know something about it, to this extent, Mr. Bray: 
In the report of the Senate Subcommittee on Appropriations for Na- 
tional Defense, a statement was made in that report recommending 
against the extension of credit or the expansion by adding new items, 
which is the subject pending before this committee. 

While I do not wish to be interpreted as criticizing, I must say 
that I have searched the hearings, not in complete detail but relatively 
wollen would say. I find only one letter from a gentleman, I believe 
by the name of Sternberg, who protested the addition of new items 
and that is the only document in the entire hearings which I could 


I could not find where any of the gentlemen, who have appeared 
before this committee in opposition to the items, appeared. I could 
not find where any representative of the military services appeared. 
In fact, I could just find no record of a hearing before that committee 
on this subject. 

Mr. Puiern. I think for the time being the committee should ad- 
here to the jurisdiction which it has at this particular hearing. 

Is Mr. Rothehild here? 

Mr. Rorucum. Yes, sir. 

Mr. Bursron. Mr. Chairman. 

Mr. Puriprn. Yes. 

Mr. Burston. May I make a point in reply to Mr. Bray ? 

Mr. Puimer. Have you finished 

Mr. Burston. We have here a copy of the committee’s report. It 
is the Committee on Appropriations of the Senate. I have the state; 
ment which the committee formally made. I would like to read it, 
if Mr. Bray doesn’t have it. 

Mr. Bray. I don’t have it. I don’t care about that. I just simply 
wondered—I didn’t know, at least, if there was any similar com- 
mittee to look into this, as this committee has been doing in open 
hearings. 

Mr. Smart. No. 

Mr. Bray. In the Senate. I didn’t know anything about that. I 
believe that, is correct. 

Mr. Smart. There was quite a colloquy during the hearing between 
various members of the committee and witnesses with reference to 
the amount of appropriated funds which were used in the support of 
the exchange, such as the building. I think it. was Senator Stennis, 
perhaps, who made a suggestion that perhaps the building in which 
the exchange was operated should be amortized out of the gross 
proceeds. 

I recall a statement by Senator Ellender along similar lines, about 
the amount of appropriated funds. But in the same statement, J 
recall that Senator Ellender spoke favorably of military exchanges. 

Mr. Bray. Without amortizing them ? 

Mr. Smart. Well, that question was left up in the air. Nothing 
was settled. 
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Mr. Bray, Apparently most of the discussion in the Senate hear- 
ings was by Senators themselves. . 

r. Smart. Well, I can only say I could find no witnesses before 
the committee on this subject, according to their hearings. 

Mr. Burston. Thank you. 

Mr. Bray. I do believe that should be in the record, perhaps, since 
I brought the matter up, I mean the Senate recommendations. I 
suggest it be put in the record. 

Mr. Smarr. May I ask Mr. Burston a question ? 

Did you appear in the Senate on this subject ? 

Mr. Burston. No, sir. 

Mr. Smarr. None of your representatives? 

Mr. Burston. We concerned ourselves strictly with this committee. 

Mr. Putisrn. Did you wish to make any further statement or any 
further observations about the subject matter of credit extension, 
which is the purpose of these hearings? 

Mr. Burston. No, other than, as I say, if the chairman would like 
for the record, there is a statement from the Senate Appropriations 
Committee expressing itself in opposition to it. 

Mr. Hazen. That is in the formal statement and would be a matter 
of the record. 

Mr. Pursrn. Without objection, we will have that statement for 
the record. 

Does that conclude your statement ? 

Mr. Burston. Yes, sir. 

Mr. Puitein. Thank you very much. 

Now, Mr. Rothschild, come forward, Be seated. 

Proceed with your statement. 

Mr. Rornscuitp. Thank you, Mr. Chairman. 

Mr. Puen. We are always glad to have you before the com- 
mittee. 

Mr. Roruscuip. Thank you, sir. 

I am Louis Rothschild, executive director of the National Asso- 
ciation of Retail Clothiers and Furnishers, which organization has 
been the national trade association of men’s and boys’ wear stores 
since 1914. Our national headquarters are located at 1006-10 Munsey 
Building, Washington, D.C., with a ‘branch office at 200 Fifth Ave- 
nue, New York City. 

Thank you for the privilege of again appearing before your sub- 
committee to speak on behalf of the men’s wear retailers of the Na- 
tion whom we represent. 

The problems of our membership, and particularly the smaller 
stores, seem to be multiplying daily. Not only are we faced with 
the basic fact that apparel generally and particularly men’s wear 
seems each year to be getting a smaller and smaller share of the 
consumer dollar, but competition at all levels is becoming keener and 
keener, Recently, we obtained from the Department of Commerce 
figures which show that in the last reported year of 1955 men’s and 
boys’ apparel and clothing received by 2.2 percent of the consumer 
dollar, nearly a 45-percent decreased from 1929 when the share was 
3.6 percent. 

men the situation grows more serious daily. Newcomers 
to soft goods distribution such as chain grocery stores and super- 
markets are stocking and selling more men’s wear. The ak to 
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suburban shopping is diluting the trade and increasing the number 
of stores competing for the apparel dollar. Giant merchandising or- 
izations are more and more encroaching upon the men’s apparel 
eld and the share of the business cbtainadt top the classic independent 
store seems to be shrinking. 

To-meet this competition and to encourage better male dress, men’s 
wear stores are going increasingly into credit selling. Later this 
month there will be published a survey made for our association by 
the famous New York University School of Retailing based upon con- 
fidential facts from hundreds of typical men’s wear stores located 
throughout the country, which shows that of the surveyed stores, 
95 percent now sell with some form of credit privilege. 

Armed service exchange stores are one of the growing competitors 
of the classic men’s wear stores. They are a big competitor. In the 
domestic United States, so-called PX’s in 1956 did a business in ap- 
parel, not including uniforms, of over $32 million. 

We are properly alarmed, therefore, at the flirting with credit 
sales so properly stopped by this committee paens this investiga- 
tion. e urge the committee not to permit further competitive ad- 
vantage to the armed services retail giant. 

It is my opinion that the present situation clearly illustrates and 
unmasks a fundamental approach of those in charge of the armed 
services stores: That is a decked for bigness, a keenness to become 
master volume retailers, a further disregard for the fundamental that 
the basic purpose is to supply items OF convenience and necessity to 
the members of the armed services. I presume it is understandable 
human nature that an officer in charge of a PX wants to beat last 
year’s figures, wants to do more and more volume, and wants all the 
tools of modern merchandising to reach that objective, including 
credit selling. Representing a segment of American retail business, 
we are glad to have this committee and its forum which has the right 
and the power to say emphatically to the armed services that they 
get back to fundamentals and basic precepts. 

I am digressing slightly. I anticipated there would be other ref- 
erence to the Senate Appropriations Subcommittee report. We did 
not appear before that committee. Frankly, the comment of that 
committee was a surprise to us, a welcome surprise. 

We are delighted to see that the gentlemen on that subcommittee 
share our feelings that the PX’s should not be enlarged at the expense 
of retail merchants. 

And I say here in the prepared statement, I am sure that I am repeat- 
ing what other witnesses have said in respectfully calling to the atten- 
tion of the committee the recent report of the Senate Appropriations 
Committee which well states our views that there should be retrench- 
ment, not expansion, and that specifically credit selling should not be 
permitted. It would appear that the time has now come for Congress 
to thoroughly investigate and reappraise the operation, purpose, and 
function of the armed services stores. 

Naturally, in concluding, may I comment on the proposals being 
considered > your committee for increasing the items of merchandise 
to be carried by armed services retail stores. It is our hope that the 
objection of the clothing trade brought to you on April 3 last has found 
receptive ears and that you gentlemen will follow the advice of your 
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colleagues in the Senate and find that—and I am quoting from the 
Senate subcommittee report: 

There is little, if any, justification for increasing the competitive advantage of 
the stores in the system at the expense of the retail merchants of the country. 

Mr. Puttsrn. Thank you very much. You made a splendid state- 
ment. I take it that you go along with the testimony that has been 
given by the previous witnesses aut that you are flatly opposed to any 
extension of credit or the extension of the credit system to the exchange 
system ? 

"Mr. Roruscutip. Or any tests leading toward that direction. 

Mr. Putsrn. You oppose also the tests? 

Mr. Roruscuiip. That is right, sir. 

Mr. Putiatn. That clarifies your position very well, for the benefit 
of the committee. We are happy to have your views. 

Mr. Roruscuimp. Thank you. 

Mr. Kircnty. I would like to ask him one question. 

Mr. Pumpin. Yes. 

Mr. Krrcntn. I would like to ask you if you have any serious ob- 
jection, or does your organization have any serious objection to the 
items or lines of credit as enumerated by General Parks with reference 
to military uniforms? 

Mr. Roruscuup. I can answer that question, Mr. Kitchin, by saying 
that while many of our stores, particularly in areas where there are 
large military installations, do handle uniforms, I had never had a 
complaint from a member objecting to credit sales of uniforms. 

Mr. Krrontn. That is all. 

Mr. Puts. Mr. Bray? 

Mr. Bray. No questions. 

Mr. Puisrn. You didn’t have any, Mr. Devereux? 

Mr. Devereux. No. 

Mr. Smart. May I ask one question, Mr. Chairman ? 

Mr. Puitein. Mr. Smart. 

Mr. Smart. Mr. Rothschild, what amount of overhead, in your 
judgment, is chargeable to the operation of a credit system ? 

Mr. Roruscuip. Averages are misleading. In my past, I have been 
a collection lawyer. 

The credit losses in a charge-account type of credit operation amount 
to approximately one-half of 1 percent a year. However, that does 
not include collection costs or interest on capital outstanding or other 
expenses. 

A credit operation of quasi-reputable type of “dollar down and 
dollar when I get you” must have a markup substantially higher than 
that of a charge account credit store. It depends on the type of credit 
offered and the operation of the credit, as well as the leniency in which 
they grant credit—many stores—in order to get greater volume and 
get a greater mark-on, expecting greater credit losses, 

Mr. Smart. There really can be no parallel drawn between the 
cost of a credit system in the retail industry and one proposed by the 
military, as I see it, for the simple reason that in the military you 
get away from the collection system. A letter from the command- 
ing officer will produce a collection. Therefore, you eliminate all 
other phases of collection in the military. The letter is most persua- 
sive. 

Mr. Roruscuip. That I would presume. [Laughter. ] 
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Mr. Smart. I’ would make one further observation. I relate to 
your comments with reference to the statements in the Senate report, 
which you say you welcome. 

I wonder what your reaction would have been had that report en- 
dorsed the current Proporal before this committee, assuming that 
there were no hearings which preceded that report ? 

Mr. Roruscuip. Well, my reaction would have been the opposite 
of welcome. 

Mr. Smarr. Obviously. 

That is all, Mr. Chairman. 

Mr. Bray. I would like to ask the counsel a question, on this matter 
he brought up about the ease of collections. 

Do you believe it would be necessary to say whether an enlisted 
man that doesn’t pay shall be court-martialed? I think it has already 
been determined that they did not expect it to be authorized to take 
it out of his pay. Shall he get a bad-conduct discharge if he is court- 
martialed for a charge his wife made? In other words, I don’t think 
it would be quite as easy to collect as you suggested. 

Mr. Smart. All I know is that every time I got a letter from the 
“old man,” I moved, regardless of the subject. [Laughter. | 

Mr. Bray. You are talking about officers. Yes. That is an en- 
tirely different situation. But most of these charges are going to 
made by enlisted men. Most of the officers do have—at least the 
senior officers have credit, charge accounts, at the various stores. But 
what I am wondering about is that technician we are wanting to keep 
in the service so bad. We have been worried now about all these 
bad-conduct discharges we got in the last 2 wars. I am just wonder- 
ing whether we are going to make a special color for a bad-debt dis- 
charge, of some kind. 

Mr. Smart. Bad-credit discharge. [Laughter.] 

Mr. Bray. In fact, that might encourage a lot of them to get a bad- 
credit discharge. [Further aie) 

Mr. Roruscuip. Before I leave, may I make a slight additional 
comment, Mr. Chairman ? 

Mr. Putter. Yes. 

Mr. Roruscuitp. On page 3 of my friend, General Park’s state- 
ment, is a very accurate statement, which says “Military personnel 
are considered by businessmen and surrounding communities to be 
preferred credit risks.” I believe that is true 

I think, therefore, that it refutes General Park’s statement later in 
the paragraph where says that because they can’t get credit at ex- 
changes they are second-class citizens. The two are inconsistent. 
[ Laughter. | 

Mr. Pumsr. Thank you very much. 

Mr. Robert Carter, of the National Retail Furniture Association. 

Mr. Carter. Mr. Chairman. 

Mr. Puirern. Proceed in your own way, Mr. Carter. 

We would be very glad to have your statement. 

Mr. Carter. All right. I would like to present our statement, sir. 

I am Robert'E. Carter. I operate two retail furniture stores lo- 
cated in Baltimore and Towson, Md. 

I appear as chairman of the governmental affairs committee, 
National Retail Furniture Association, founded in 1921. I speak on 
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behalf of the owners of the 8,500 furniture stores represented by 
NRFA 


Annual sales of NRFA members account for about 85 percént of 
home furnishings stores sales. Mail-order houses, department stores, 
and contract outlets do a substantial additional amount of business. 
The annual business of our industry is in excess of $5 billion. Our 
industry employs more than 227,000 people. 

T also speak on behalf of the members of the Fayetteville, N. C., Re- 
tail Furniture Dealers Association, of which Mr. Earl A. Lane. is 
president. They are located near Fort Bragg, and have a very spe- 
cial interest in the problem before your committee. 

We have also been advised that the Furniture Retailers Association 
of Southern California, is 100 percent in favor of the NRFA posi- 
tion on service exchanges. 

There are just four points we would like to make: 

1. NRFA is opposed to selling on credit in service exchanges be- 
cause this sets up more Government competition with private busi- 
ness. 

2. Government competition with private retail merchants should be 
held to the absolute minimum compatible with the public interest. 
We view the proposal to sell on credit as merely another facet of the 
general problem of growing competition from post exchanges. 

3. Post exchanges should not be used as a fringe benefit and pay 
supplement to recruit and keep men in the service. 

4. A thorough inquiry is needed to establish the proper function of 
service exchanges and to define their scope under today’s conditions. 

1. Credit sales: We are opposed to selling on credit in post exchanges 
for the following reasons. 

It creates additional Government competition with private retail 
furniture merchants. We are especially concerned with Federal com- 
petition on installment selling, because 85 percent of furniture is sold 
on installment terms. 

It sets the services up as a competitor on collections on credit ac- 
counts. Retail furniture merchants fear that service exchanges will 
have an unfair advantage in collecting amounts due on credit sales. 

It establishes unfair competition on terms of payment. Retail 
furniture merchants must add a carrying charge to cover the cost of 
extending credit. This includes the cost of credit investigation, book- 
keeping expenses, cost of collection, and interest on money borrowed. 

No Sint charge would be made on service exchange sales on 
credit. It would be a free service. The effect would be to put the 
retail furniture merchant in an unfavorable light in the eyes of the 
servicemen. It would also intensify competition by, in effect, reduc- 
ing post exchange prices. 

2. Government competition: We mentioned earlier that we view 
selling on credit in service exchanges as just another facet of expand- 
ing Government competition via post exchanges. 

As a basic principle, NRFA believes that the Federal Government 
should not engage in business activities which compete with private 
enterprise. Federal competition is contrary to the principle of our 
free private enterprise economy. 

Retail furniture merchants, as well as other retailers, are an estab- 
lished part of the process of producing and distributing goods on 
which the whole American economic system is based. 
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Any Government: competition, whether it is selling on credit, or 
competition on price, or as to the place where goods are sold, or as to 
particular elasses of customers sold, has the effect of weakening the 
operation of our economy. It lowers the level of business activity and 
aes 

Government competition with business introduces an uncertainty 
with which business management cannot cope. Thus uncertainty 
weakens and disrupts the functioning of our private enterprise system. 

3, Post exchanges as a fringe benefit; Organized retailing has been 
officially informed by the Army and Air Force exchange service that 
the Strategic Air Command and Air Materiel Command both felt that 
extension of credit. would be a means of increasing career attractive- 
ness. 

If a purpose of building up the service exchanges, for example, by 
selling on credit, is to induce men and women to join and stay in the 
service, this, in our opinion, is an Improper policy. 

Post. exchanges have not had, and should not, have as their purpose 
providing a fringe benefit to supplement regular pay of the soldier. 
If his pay is insufficient, it should be increased to a sufficient level. 
NRFA expects our service to be properly paid, but not through a 
subterfuge. 

NRFA, of course, supports the mission of the armed services—and 
likewise expects the armed services to support, not compete with, 
business enterprise. 

If there are problems of attracting men and women to a military 
career, we believe there ought to be a surer and better way to reach that 
end, If this means increased costs for military pay, we believe this 
is a sounder answer to the problem than for the Government to engage 
in business-type activities. 

We do not think that the operators of post exchanges can sell any 

cheaper than retail merchants, either merchandise or credit terms, if 
all their costs are taken into account. We believe other ways can be 
found to keep men in the service besides selling them merchandise 
below real costs. 
As we all know, the armed services are supported by taxes paid by 
individuals, businesses, and other taxpayers. The tax base and tax 
revenue is lessened when service personnel are allowed to buy in tax 
supported income-tax-free stores in direct competition with civilian 
merchants who are paying taxes to support the armed services. 

Therefore, it seems unwise for Congress to authorize activities for 
which the Government must collect taxes, and then to permit Federal 
competition which reduces the ability of a significant segment of tax- 
payers to pay taxes. 

hen you compete with retail merchants by selling in services 
exchanges, you cut down the tax revenue which is the source of pay for 
the armed services, You cannot undercut retailers without lower tax 
revenues. 
4. Function and scope of post exchanges: NRF A believes that the 
problem of attracting and holding career men in the armed services 
has created a distorted conception of the function and scope of pos 
exchange operations. The proposal to sell on credit is one example of 
this. 
For this reason, we urge your committee to recomment that a careful 
inquiry into post exchange purposes and limitations be made as soon 
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as possible. We would be pleased to collaborate in such an inquiry 
articularly with respect to the fundamental principle that the Federa’ 
overnment should not compete with services commercially available 
from private business enterprise. 

5. Summary: NRFA is ar to selling on credit in services ex- 
changes because it is increased Government competition. Government 
competition with business should be held to the minimum. Post ex- 
changes should not be used as a fringe benefit and pay supplement. 
If pay is insufficient, it should be increased. The armed services are 
supported by taxes paid, retail merchants, among others. Government 
competition lessens their ability to pay taxes to support the armed 
services. The changing character of military service makes necessary 
an inquiry to establish the purposes and scope of service exchanges 
under today’s conditions, 

NRFA would be happy to collaborate in such an inquiry. 

Thank you very much, sir. 

Mr. Puirein. Thank you very much, for an excellent statement. 

We will note your opposition to the credit proposals. 

Do you have questions, Mr. Devereux ! 

Mr. Deverevx. No. 

Mr. Pumetrn. Mr. Kitchin ? 

Mr. Krrcutin. No. 

Mr. Putin. Mr. Bray? 

Mr. Bray. No. 

Mr. Puier. Thank you. 

Mr. Smart. Mr. Chairman, I see Mr. Burger in the room. Mr. 
Burger, do you have any comment you would like to make on this 
credit proposition ? 

He represents a group of retailers. 

Mr. PuItsrn. Yes I know. 

Mr. Burcer. [hadn't expected-—. 

Mr. Puitein. Come forward. 

Mr. Burorr. I hadn’t expected to make any statement. 

Mr. Putten. Have a seat. We are always glad to have you before 
the committee. We would be glad to have any statement you would 
care to make on this question. 

Mr. Bureser. Well—— 

Mr. Puitstn. As you know, we are operating this morning under 
very limited jurisdiction, confined solely to the question of extending 
credit at post exchanges. 

Mr. Bureer. Mr. Chairman, as you know, my name is George J. 
Burger, of the National Federation of Independent Businessmen. I 
was particularly interested in the observation made by Congressman 
Bray. 

I concur 100 percent; because the purpose of this, from my experi- 
ence as an independent retailer for better than a quarter of a century, 
is that these budget plans and time selling are created for one purpose 
alone, and that is to increase the sales. 

Now, I think that the post exchange and ship’s stores have a very 
fine position now in serving the members of the armed services, and 
I can see no reason for them to expand their operations in credit. We 
are faced, as you know—it is a timely subject in the Congress—with 
inflation, and I think such further increases in time or budget sellin 
by the armed services may have a tendency to increase inflation, which 
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is a serious situation facing our Nation. It would be my opinion that 
committee oppose any such extension to the armed services, on 
behalf of small business. 

Mr. Protein. Thank you very much for your strong, forceful state- 
ment, which we will consider. 

Mr. Burerr. I still have an interest in that case in China Lake, 
gentlemen. 

Mr. Puizern. Well, we are not in a position where we can, at this 
hearing, consider that problem. We would be glad to have your views 
at any time. 

Mr. Burcer. Thank you, Mr. Chairman. 

Mr. Puitern. Thanks again. 

Mr. Smarr.’ That is all, Mr. Chairman. 

Mr. Puizern. Mr. Marsh, of the National Tire Dealers & Retreaders 
Association, is putting a statement in the record ? 

Mr, Smarr. Mr. Marsh called and said he was forwarding a state- 
ment for the record, but he would not, personally, appear. 

Mr. Puizsrn..So we will, without objection, include his statement 
in the record. 

Mr. Smart. Yes, sir. 

(The statement is as follows :) 


STATEMENT IN BEHALF OF THE NATIONAL TIRE Deaters & RETREADEES 
ASSOCIATION, INC., RESPECTING EXTENSION OF CREDIT TO PX’sS 


My name is Winston W. Marsh. I am the executive secretary and general 
manager of the National Tire Dealers & Retreaders Association. Our member- 
ship is composed of tire dealers and retreaders in all 48 States who own their 
businesses and are all, basically, small-business men. These members are not 
connected in any way with tire manufacturers, chainstores, or other factory-type 
outlets for tires. The association is a nonprofit organization, and is the only 
trade association which represents the independent tire dealers and retreaders 
in the country. These small, independent businessmen are engaged primarily 
in furnishing retail services incident to the sale of new and retreaded tires. 

The request that the armed services exchanges should provide extended credit 
privileges to military personnel poses a very complex problem. Obviously, the 
people who make up the Armed Forces are entitled to any of the advantages 
that are made available to his civilian counterpart. However, the heart of the 
question centers around how these advantages should be provided. 

In the beginning, the commodities and services provided by the PX were 
matters of necessity, comfort, and convenience. Time continues to demonstrate, 
however, that defining these can be very difficult. During the days of.World 
War II, ration boards established that the doctor’s automobile was a matter of 
necessity. Wasn’t the defense worker’s car also vital? Of course, it was, but 
ear pools and ride sharing helped to solve the problem. 

The same type of problem is set forth here. On an Army base with 14,000 
automobiles, are tires a necessity to keep these vehicles in motion, or are garages 
for motor maintenance and car care an equal necessity? Obviously, this could 
go on indefinitely in many fields, many lines, and many types of products. 

At one time there was a sense of understanding of “necessity, comfort, and 
convenience” as referring to small items of everyday use. Today that seems 
to be changing, and in an unfortunate manner. Credit selling is certainly not 
a requirement of articles of everyday necessity, comfort, and convenience, 

Tires, tubes, batteries, and retreading have been recommended by the military 
as an addition to the armed services exchanges. We have bitterly opposed 
this, as illustrated by our two earlier statements. Not only will this addition 
destroy many local businesses, but it will place a requirement on the PX to 
supply the multiple services which are a basic requirement of the sale of tires 
for today’s modern automobile. The addition of credit selling takes on new im- 
portance, because it can only mean further expansion of the PX program; more 
employees and larger stores, coupled with active sales solicitation, becomes a 
logical sequence. 
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Merchants who have found Government their competition in their local com- 
munity no longer find themselves with just price as their principal problem. 
Not only can the armed services exchanges undersell them, but their last ad- 
vantage, that of extension of credit, has been removed. If credit is to be offered 
by the PX without carrying charges, then not only has the merchant lost his 
Jast meager advantage but, even worse, will now find himself at a competitive 
disadvantage. There is no longer any reason for the serviceman to shop in the 
civilian community, and another step has been taken to isolate the Military 
Hstablishment from civic affairs and community life. 


Mr. Puen. Are there any further witnesses in the room who de- 
sire to be heard on this question this morning ? 

(No response. ) 

Mr. Pumer. If not, the committee will adjourn. 

Thank you, gentlemen, for your testimony. 

(At 11:42 a. m., the subcommittee adjourned. ) 
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